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Uncle Sam’s Stake in the 
Power Business 


Ostensible quest for lower electric rates has in- 

volved government in developments estimated 

to cost a billion dollars, including navigation 

improvement, reclamation, flood control, and 
other incidental benefits. 


By GEORGE E. DOYING 


, \NHE electric power program of 
the United States Government, 
including some associated work 

in the way of navigation, reclamation, 

flood control, etc., already involves ex- 

penditures aggregating more than a 

billion dollars. Only 55 per cent 

($589,000,000) of this amount has 


Eprror’s Nore.—This article is based upon a 
survey made by the author and published 
in the form of a map and chart by P.U.R. 
Executive Information Service, of which he 
is editor. Differences between figures in this 
article and those in the chart are due to 
changes in allotments made by the Public 
Works Administration since the original tables 
were compiled. 





been made available by direct appro- 
priations and allocations from the 
“emergency” public works funds, 
leaving nearly another half billion dol- 
lars to be supplied to complete the 
projects now under construction. 
This tremendous investment is 
ostensibly designed to provide an 
abundance of “cheap” electricity—al- 
ready enjoyed through private enter- 
prise by approximately four fifths of 
all the families in the country. It is 
predicated upon the theory that the 
21,000,000 homes using electric serv- 
ice are paying too high a rate—not 
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that they are spending too large a part 
of their income. The plan is to in- 
crease consumption in a greater pro- 
portion than the rate is decreased, 
hence the householder would actually 
be paying more in dollars for his elec- 
tric service. 

The great bulk of the government’s 
stake in the power industry is concen- 
trated upon nine Federal develop- 
ments, but nearly $150,000,000 goes 
to 13 state and district power projects 
and 175 municipal electric plants. 
The government has already given 
away, through PWA grants, $27,375,- 
935 to these local projects. The same 
group has been the recipient of Federal 
loans aggregating $54,600,000. Di- 
rect appropriations and PWA grants 
already made to the Federal projects 
aggregate nearly $400,000,000. 


HE largest single item among the 
Federal projects is the Tennessee 
Valley Authority, which of itself em- 
braces seven dams, all actual or poten- 
tial power sites. Only the estimated cost 
of these dams, together with plants and 
equipment and the accompanying trans- 
mission and distribution systems, is 
taken into account in the $265,000,000 
assigned to this enterprise. Many ad- 
ditional millions are being and will be 
used for experimentation and provid- 
_ing “a more abundant life” for the 
valley inhabitants. The dams, of 
course, are planned to improve naviga- 
tion of the Tennessee river, prevent 
floods, etc., as well as provide means 
for the generation of power. Nat- 
urally, not all of the $265,000,000 
will be charged against power produc- 
tion, but there is substantial evidence 
to indicate that power is the mainstay 
of the whole scheme. 


The total for the TVA is reached 
by taking the sum of the following 
items: 

Wilson Dam 

Norris Dam 

Joe Wheeler Dam 

Pickwick Dam 

Guntersville Dam 

Chickamauga Dam 

Hiwassee Dam 

Plant and equipment 14,000,000 

Transmission and distribution 100,000, 


To do this work, only $111,000,000 
has so far been provided, not includ- 
ing authority to issue $50,000,000 of 
bonds for general purposes and an- 
other $50,000,000 to be used as a re- 
volving fund during the next five 
years in helping municipalities to 
acquire distribution systems, etc. 
Whether the money comes from bond 
issues or otherwise, the TVA will 
need $154,000,000 to complete the 
work now in progress or definitely 
planned, in addition to large expendi- 
tures for social work and the numer- 
ous other activities in which this agen- 
cy is engaged. 


| ees dam is the only Federal 


power project of importance 
started before the Roosevelt adminis- 
tration. It is listed at a cost of $108,- 
660,000, which does not include the 
All-American canal at $38,500,000 
and interest during construction, $17,- 
700,000, bringing the grand total to 
$165,000,000. All of the cost of the 
dam and power plant has been appro- 
priated by Congress ($60,000,000) 
and allocated from the “emergency” 
public works funds. 

The policy of plunging the govern- 
ment into power developments with- 
out specific congressional approval 
began with the allocation of $15,000,- 





UNCLE SAM’S STAKE IN THE POWER BUSINESS 


000 by the Public Works Administra- 
tion for what was then planned as a 
$63,000,000 low dam with power in- 
stallation at Grand Coulee, on the Co- 
lumbia river in Washington. The al- 
lotment was originally made in the 
form of a loan and grant to the state 
of Washington, but the state found 
some difficulty (or lack of desire) in 
making the necessary arrangements. 
So the job was taken over by the 
Bureau of Reclamation, which meant 
that the same work would be done at 
the expense of the Federal govern- 
ment. Subsequently, the plans were 
changed and it was decided. that the 
immediate construction would be con- 
fined to the beginning of the high dam 
so long sought by a portion of the 
state. This will provide for the 
reclamation of something like 1,400,- 
000 acres of land in addition to the 
production of more electric power 
than Boulder dam and TVA com- 
bined. 

The ultimate cost of this vast de- 
velopment has been estimated at vari- 


ous figures reaching as high as $300.-, 
000,000. For immediate purposes, 
however, only the cost of the construc- 
tion now under way has been taken in- 
to account. It is $60,000,000. A sec- 
ond PWA allocation, amounting to 
$20,000,000, brought the available 
money to $35,000,000 leaving $25,- 
000,000 to come from future appro- 
priations. The dam will be of little 
value, however, after the $60,000,000 
has been spent. That sum includes 
no facilities for power production. 
Therefore, it is inevitable that still 
greater appropriations will be sought 
to complete the so-called high dam. 


HE Fort Peck project is primarily 
designed to control the waters of 
the Missouri river and its tributaries. 
It will also produce considerable pow- 
er in a barren section of Montana. 
The entire development is estimated to 
cost $86,000,000 of which $71,000,- 
000 has been allocated from PWA 
funds, leaving $15,000,000 to come. 
Bonneville is a $55,000,000 project 


Federal Projects 


Estimated Cost Appropriated 


Tennessee Valley Authority 
Central Valley (Cal.) 
Boulder Canyon (Ariz.-Cal.) 
Fort Peck (Montana) 

Grand Coulee (Wash.) 
Bonneville (Oregon) 
Passamaquoddy (Maine) 
Casper-Alcova (Wyoming) 
Bluestone Reservoir (W. Va.) 


Balance 
to Be Supplied 


$154,000,000 


Total 


$111,000,000 
15,000,000 
108,660,000 
71,000,000 
35,000,000 
32,200,000 
,000,000 
20,000,000 
1,000,000 


2,700,000 
11,942,000 





$398,860,000 $417,442,000 
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on the Columbia river in Oregon, 
mainly for the production of power. 
The PWA has allotted $32,200,000, 
so that the government will have to 
dig up $22,800,000 more to complete 
the work. 


WP pcseatenee pte is a combination 
power and reclamation project in 
Wyoming, estimated to cost $22,700,- 
000. The PWA has financed this de- 
velopment to the extent of $20,000,- 
000, leaving a mere $2,700,000 for the 
future. 

The Central valley project in Cali- 
fornia, like Grand Coulee in Wash- 
ington, was planned as a state develop- 
ment. The people of California voted 
in favor of a $170,000,000 bond issue 
to finance it. Again the Bureau of 
Reclamation stepped in and made it a 


Federal project, and the PWA allot- 


ted $15,000,000 as a starter. That 
leaves $155,000,000 which Congress 
no doubt will be asked to appropriate 
—or the President may allocate it 
from future public works funds. In 
addition to providing for a large pro- 
duction of power, the project will 
supply water to a fertile section of the 
state. 

The story of Passamaquoddy has 
been told too often to justify a repeti- 
tion here. Suffice it to say that this 
plan for harnessing the tides and us- 
ing them to produce electric power 
was scaled down from $100,000,000 
to $36,000,000 and then received 
a PWA allotment of $10,000,000, 
which was later reduced to $5,000,000. 

The Bluestone reservoir on the New 
river in West Virginia is the latest 
project started on its way with a com- 
paratively modest contribution from 
public works funds. The total esti- 


mated cost is $12,942,000 and Presi- 
dent Roosevelt, by executive order, 
has authorized the use of $1,000,000, 
mainly for the purchase of the neces- 
sary land. 


HE nine projects involve estimat- 
ed expenditures totaling $816,- 
302,000. Appropriations and alloca- 
tions amount to $398,860,000, leaving 
a balance of $417,442,000 to be sup- 
plied hereafter. The tale is told in 
tabular form as outlined on page 5. 
This tabulation ignores 40 compar- 
atively small irrigation projects under 
the protecting wing of the Bureau of 
Reclamation. Most of these have 
been in existence for several years, but 
several have been enlarged or other- 
wise benefited by PWA allocations 
during the last two years. The total 
of Federal expenditures on these proj- 
ects to June 30, 1935, was $224,717,- 
685. 


N= come the state and district 
projects, with a total estimated 
cost of $116,600,754. All but four 
of these have been completely financed 
by Federal loans and gifts aggregating 
$54,658,754, which is less than half 
the grand total needed. This is due 
mainly to the situation affecting the 
Santee-Cooper development in South 
Carolina. A state public service au- 
thority was created by the South Caro- 
lina legislature to carry on this proj- 
ect, but so far it has succeeded in get- 
ting only $500,000, “for preliminary 
work,” from the Federal government. 
President Roosevelt, however, has 
been quoted as telling the South Caro- 
linians that the rest of the money will 
be forthcoming. The Lower Colo- 
rado River Authority in Texas also 
needs an additional $5,000,000 for its 
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State and District Projects 


Total 
Estimated Cost Government 


$148,000 


Location 
ARIZONA: 
Navajo County 
CALIFORNIA : 
Metropolitan Water District (Los 
Angeles) Parker Dam! 
San Francisco: Hetch Hetchy 2 
NEBRASKA: 
Central Nebraska Public Power 
& Irrig. District 
Loup River Public Power Dist. .. 
Platte Valley Power & Irrig. Dist. 
Southeastern Nebraska Public 
Power District 
NEVADA: 
Lincoln County Power District .. 
OREGON : 
Enterprise Irrigation District .. 
SoutH CAROLINA: 
Greenwood County 
S. C. Public Service Authority 
TExas: 
Lower Colorado River Authority 


WASHINGTON : 
Public Utility Dist. No. 1 


2,852,000 
37,500,000 00,000 


20,000,000 
Red Bluff Water District 2,884,000 


58,118 


Total Loans 
and Gifts by 
Gifts 


$148,000 $41,400 


600,000 
1,058,000 1,058,000 


10,000,000 
700,000 
9,700,000 


575,000 


4,500,000 
1,175,000 
2,450,000 

169,500 


336,000 


7,250,000 
405,500 
1,120,000 784,000 


63,636 35,000 28,636 
657,000 


225,000 


2,195,000 


2,852,000 
5 275,000 


15,000,000 


, s , 


58,118 


10,500,000 
2,114,000 


4,500,000 
70,000 


32,000 26,118 





$116,600,754 $54,658,754 


$38,122,100 $16,536,654 


1 Parker Dam being constructed by U. S. Bureau of Reclamation for the District. 
2 The Hetch Hetchy power and water development was started prior to the Roosevelt 
administration, but received a Federal grant in 1934. 


$20,000,000 project, and the Metro- 
politan Water District of Los Angeles 
is short $11,000,000 of the $13,000- 
000 required for Parker dam. The 
Central Nebraska Public Power and 
Irrigation District has received a gift 


e 


of $4,500,000 and a loan of $5,500,- 
000 toward a project estimated to 
cost $20,000,000. For a complete list 
of projects see tabular form above. 
Municipal ownership of electric 
utilities has been given a tremendous 
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boost under the fostering guidance of 
the Public Works Administration, 
which is contributing financial support 
to 175 municipalities for the improve- 
ment or enlargement of existing pub- 
licly owned plants or for the building 
of new systems to compete with pri- 
vately owned utilities. Loans ranging 
from $2,500 to $1,950,000 and ag- 
gregating $17,337,516 have been 
made, or authorized, to 100.cities and 
towns. All of these communities and 
75 others which borrowed nothing 
from the government are recipients of 
gifts totaling $11,547,754. About half 
of these gifts, or grants, were made 
from the first public works appropria- 
tion of $3,300,000,000, later increased 
by $400,000,000. They were made 
on the basis of 30 per cent of the cost 
of labor and materials used on the 
project. When, in 1935, the Presi- 
dent was given a new fund of $4,- 
400,000,000, the grant was boosted to 
45 per cent of the total cost of the 
project. Thus, in this case the early 
bird got a worm, all right, but it was 
not as fat and juicy as the late comer 
received. 


M*** stumbling blocks have beset 
the efforts of the PWA, under 
the direction of Administrator Harold 
W. Ickes, to encourage municipalities 
to establish electric utilities. In some 
cases state laws interfered with the 
program favored by the PWA. To 
meet that difficulty, President Roose- 
velt wrote to the governors, suggest- 
ing that the PWA legal staff would 
cheerfully draft remedial legislation 
for enactment by the state legislature, 
provided the governor would so re- 
quest. It was done, too, in several in- 
stances. 


One notable setback came from 
New Jersey, where the governor and 
legislature declined to agree with Ad- 
ministrator Ickes that the state law 
must be changed to permit the city of 
Camden to receive a $6,000,000 loan 
and grant. The result was that the 
PWA allocation was rescinded. 

In 30 of the 83 places where the 
PWA offered to finance the construc- 
tion of generating plants or distribu- 
tion systems, or both, notwithstanding 
that the communities were being 
served by privately owned utilities, 
court action has been instituted to pre- 
vent the threatened competition. At 
this writing, a test case (Hominy, 
Okla.) is pending in the District of 
Columbia Court of Appeals, with the 
prospect that the losing side will ap- 
peal to the Supreme Court of the 
United States. 


r addition to the direct Federal con- 
struction of new power systems 
and the financing of others for local 
public agencies, President Roosevelt 
created the Rural Electrification Ad- 
ministration, with Morris Llewellyn 


Cooke as director. From the 1935 
public works appropriation, $100,- 
000,000 was set aside for loans to 
public and private agencies which 
could secure REA approval of plans 
to extend electric service to farmers. 
No grants were to be made for this 
work, but each approved project was 
to be self-liquidating and therefore, 
presumably, would return to the Fed- 
eral Treasury the full amount of the 
investment, plus interest. 

However, six months after its es- 
tablishment the REA had approved 
only two loans and U. S. Senator 
George W. Norris of Nebraska came 
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Summary of Government Expenditures on Power 
Program Including Associated Navigation 
and Reclamation Work, Etc. 


Total 
Estimated 
Expenditures 

Expenditures for: (Present Plans) by Government 
Federal Projects 302, $398,860,000 2 
State and District Projects 54,658,754 2 
Municipal Projects 28,885,270 3 
Rural Electrification 100 
Electric Home & Farm Authority .... 
National Power Survey 
Electric Rate Survey 
National Power Policy Committee .... 
River Utilization Surveys 


Appropriations, 

Loans and Gifts Repayments 
Already Made Expected from 

Borrowers 


$38,122,100 
17,339,016 
1 000 





Totals $585,829,024  $156,461,116 
1 $417,442,000 will be required to complete Federal projects now under construction. 
2 $62,000,000 will be required from Federal or local sources to complete these projects. 


3 $8,614,730 is estimated amount supplied from local sources for municipal plants. 


e 


out with a suggestion that subsidies tion surveys.” One of the purposes 


should be provided for rural electric 
lines, the ensuing service to be ren- 
dered “without profit” (7. e., by pub- 
licly owned power systems). 

The Electric Home and Farm Au- 
._ thority, with Federal capital of $1,- 
000,000 and a credit of $10,000,000 
at the Reconstruction Finance Corpo- 
ration, was established originally to 
promote sales of electric appliances in 
the Tennessee valley. This agency 
has been reorganized and made an ad- 
junct to the REA as a further aid to 
farmers who want electric service. 

Another $1,500,000 is being spent 
by the government on “river utiliza- 


of most of these surveys is to deter- 
mine where new hydroelectric plants 
can be built. Then there is the $400,- 
000 being spent by the Federal Power 
Commission on a National Power 
Survey to show why, when, and where 
new generating facilities should be es- 
tablished. 


hee National Power Policy Com- 
mittee (with $100,000 from the 
original public works fund) is com- 
posed principally of the Federal offi- 
cials in charge of the Federal power 
projects—PWA Ickes, TVA Lilien- 
thal, FPC McNinch, Mead of the 
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Bureau of Reclamation, Healy of the 
SEC, Norcross of the Forest Service 
(representing the FPC in the nation- 
al forests), and Markham of the U. S. 
A. Corps of Engineers. A sort of 
tweedle-dum, tweedle-dee proposition. 

Placing together the segments of 
the picture as outlined above, the tab- 
ulation on page 10 appears. 

This, however, depicts the situation 
only as it existed November. 1, 1935, 
and even then it is incomplete in that 


it does not include numerous large ex- 
penditures for the construction of 
dams which are potential power sites. 
No attempt has been made to list a 
great array of proposed power de- 
velopments estimated to cost hundreds 
of millions of dollars but which have 
not received financial aid from the 
government. More will be heard of 
them later. But it is apparent that 
Uncle Sam’s stake in the power busi- 
ness is already enormous. 





A Lucky Pioneer of Electric Science 


T was during experiments with the ancestors of modern 
storage batteries—Leyden jars—that Benjamin Franklin 
almost killed himself with an accidental shock through his 
head. From this experience he strongly suspected an affinity 
between electricity and lightning. He resolved to test this 
theory by flying a kite during a severe storm. He correctly 
surmised that a lightning bolt would likely contact a piece 
of wire on the kite and travel down a rain drenched hemp 
line to a metal key fastened near the ground end. After 
some moments of flying, Franklin perceived that the fibers 
of the hemp bristled “like the tail of an offended cat.” At 
this point Franklin stretched forth his hand to touch the key 
so as to make sure of the presence of electricity. Only a 
spark and a harmless crackle resulted, proving Franklin’s 
theory sound but leaving him unharmed. He never knew 
how lucky he was. When word of his experiment reached 
Europe kites were flown everywhere. Professor Richmond 
of St. Petersburg was electrocuted when he touched a key 
under similar circumstances. Other injuries were reported 
before the dangerous nature of such tests was recognized. 
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What Is the Proper Field for 
Public Ownership? 


Some businesses, in the opinion of the author, 
should be publicly owned and operated; some 
should or might be operated by a public corpora- 
tion; some should be subject to public control 
without public ownership; and some would best 
be left to private ownership and operation, though 
subject to some degree of government regulation. 


By RT. REV. JOHN A. RYAN, D.D. 


uBLIC UTILiTIEs FoRTNIGHTLY 
for June 6, 1935, carried an arti- 
cle under the heading, “Can Pub- 


P 


lic Ownership Be Stopped with the 


Utilities?’ The conclusion to which 
the article seemed to point was that the 
question must be answered in the 
negative. It implied that if the utili- 
ties are brought under public owner- 
ship many other industries will go the 
same way. 

There was also raised the question 
whether the phrase, “public utilities,” 
should not take in such commodities 
and industries as coal, milk, banking, 
and rentals. Thus, the sphere of gov- 
ernment ownership could be greatly 
extended without going beyond the so- 
called public utilities. This is not only 
an interesting subject but one of great 
importance from the standpoint of 
governmental policy. Undoubtedly 


12 


the long-recognized restriction of this 
phrase to natural monopolies in the 
field of transportation, power, light- 
ing, and communication, is lacking in 
logic, even though it enjoys the sanc- 
tion of the courts. 
I Wolff Packing Company v. Court 
of Industrial Relations in the state 
of Kansas, Chief Justice Taft declared 
that the feature which affected a con- 
cern with a public interest was the “in- 
dispensable nature of the service and 
the exorbitant charges and arbitrary 
control to which the public might be 
subjected without regulation.” The 
first of these conditions attaches to a 
great many other goods and services 
as certainly as it does to the utilities 
just enumerated. The second condi- 
tion is likewise verified, at least now 


1262 U. S. 522, P.U.R.1923D, 746. 
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and again, in the case of many other 
things than public utilities strictly so- 
called; for example, milk, meat, coal, 
and petroleum products. Therefore, 
they might logically be put in the class 
of public utilities or businesses “affect- 


ed with a public interest.”’ 
NX Justice Roberts remarked in Neb- 
bia v. New York: # 


The phrase “affected with a public inter- 
est” can in the nature of things mean no 
more than that an industry, for adequate 
reason, is subject to the public good. 

But there can be no doubt that upon proper 

occasion and by appropriate measures the 

state may regulate a business in any of its 
aspects, including the prices to be charged 
for the products or commodities it sells. 

While Justice Roberts has logic and 
common sense on his side, it does not 
follow, that all businesses “affected 
with a public interest” are as suitable 
for public ownership as those indus- 
tries which have been traditionally 
known as public utilities. Something 
more than the indispensableness of the 
product and the need of protection 
against “exorbitant charges and arbi- 
trary control” is necessary in order to 
justify public ownership. Where the 
line should be drawn between indus- 
tries which demand public ownership 
and operation and industries which re- 
quire one or other form of public con- 
trol, I shall try to indicate later. 

At the outset, we are met with the 
question (sometimes raised by those 
who are apprehensive about complete 
socialization) whether public owner- 
ship, once installed in the utility field, 
will not, by a process of gradual at- 
trition, spread to industrial fields not 
now regarded as public service at all. 


S 


OME months ago, a vice president 
of the Chesapeake and Ohio Rail- 


2 (1934) 291 U. S. 502, 2 P.U.R.(N.S.) 337. 
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road Company was quoted in the press 
as declaring that government owner- 
ship of railroads would lead to ulti- 
mate public ownership of all indus- 
tries. If the government were in the 
railroad business, he said, “it would 
logically soon have to go into the 
business of supplying its needs also.” 
This does not follow at all. Why 
should the government, any more than 
the private owners of railroads, find 
it necessary to own coal mines or steel 
mills or lumber concerns? Why does 
not the government now supply the 
needs of the Post Office Department 
by manufacturing mail boxes, mail 
sacks, trucks, and a hundred other in- 
strumentalities which are essential to 
the business of carrying and deliver- 
ing mails? True, Henry Ford owns 
and operates several industries which 
are subsidiaries to the motor industry 
but no such extension of operations 
has been made by General Motors. 

The control of the Western Electric 
Company by the American Telephone 
and Telegraph Company may be a 
convenience and may be profitable, but 
it is in no genuine sense essential to 
the provision of telephone and tele- 
graph communication. Neither would 
the government, if it owned the tele- 
phone and telegraph industries, need 
to manufacture the telephones. 


HE fact that TVA has in the past 

found it advisable to make use of 
a subsidiary, the Electric Home and 
Farm Authority (a relationship now 
dissolved, I understand) to promote 
and finance the distribution of electric 
appliances, proves nothing except the 
lack of enterprise on the part of pri- 
vate corporations in this field. If the 
latter were sufficiently alert to perceive 
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Universal Wants for Minimum Health and Decency 


Item 
Water 
Food, balanced diet 


Industries Concerned (Partial List Only) 
Water supply, flood control, afforestation. 
Wheat, corn, cattle, fisheries, meat packing, canning, cream- 


eries, processing, imports of coffee, etc. 


Shelter; sound, sanitary 
housing and furnishings 
Clothing, for protection and 

decent appearance 
Education, through high 

school; adult education 
Health, adequate protection 
Recreation 


museums. 


Parks, 


Construction industries, furniture, textiles, plumbing supplies, 
ceramics, electrical appliances, hardware, glass, paint, etc. 
Production of cotton, wool, silk, rayon, linen, leather, rubber, 

boots and shoes, garment making, hats, etc. 


Public schools, 


textbooks, stationery, furniture, libraries, 


Sanitation, hospitals, doctors, opticians, nurses, drugs. 
playgrounds, 


theaters, motion-picture photography, 


musical instruments, lodges and clubs, simple sports—playing 
and watching. 


Transportation, to work, to 
procure supplies 


Communication 
Personal services and supplies 


boats. 


funerals, etc. 


the wider market available for electric 
appliances at reasonable prices, TVA 
would undoubtedly have kept out of 
this field. 

It has been noted that this EHFA, 
under its charter, has the power to 
manufacture appliances. This power, 
it appears, has never been exercised 
but merely held over the private manu- 
facturers as a threat to compel reason- 
‘ able prices. So long as the threat is 
sufficient, there is no need for the gov- 
ernment to go into subsidiary indus- 
tries. This may be made an effective 
substitute for public ownership and 
operation and it is susceptible of ex- 
tension into many more industries 
than that of power and light produc- 
tion. 

The comment in the ForTNIGHTLY, 
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Passenger service, railroads, trolleys, busses, motor cars, ferries, 


Mails, telephone, telegraph, radio, newspapers, magazines. 
Barber shops, tobacco, gifts, laundries, watches, toilet articles, 
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already mentioned, presented several 
paragraphs from a magazine article 
by the nationally known writer-econo- 
mist, Stuart Chase, and concluded that 
Mr. Chase would leave a relatively 
small portion of business and industry 
outside the sphere of public ownership. 
The implication of the comment on 
Mr. Chase’s article seemed to be that 
the latter was logical and that no one 
could reasonably favor public owner- 
ship of public utilities without being 
willing to extend this method to prac- 
tically all industry. One fundamental 
defect in this argument is the assump- 
tion that every thing which Mr. Chase 
denominates “public business” is a 
proper subject for public ownership. 


HIs is not, in my opinion, an ac- 


curate interpretation of Mr. 
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Chase’s position, for in the very pas- 
sage quoted by the ForTNIGHTLY 
commentator, Mr. Chase said: 

It follows that they (things essential to 
material well-being) are prima facie public 
business. It may or may not follow that 
the community should own or operate them, 
but at least the community must see to it 
that the supply comes through. 

Indeed, Mr. Chase appears to have 
given this subject very careful study. 
In his most recent book “Government 
in Business,” he has drawn up three 
tables of various industries and busi- 
nesses classified according to Mr. 
Chase’s conception of public interest. 
For purposes of further discussion, 
Mr. Chase’s three tables are repro- 
duced herewith. Referring to his List 
A (Table I), Mr. Chase says,* “pub- 
lic business should be dominant at 
least to the extent of restraining pri- 
vate enterprise from twisting or 
checking the flow,” and declares that 
the same conclusion holds for List B 
(Table III). The author also states * 
that the private individual may con- 


8 Page 138, “Government in Business” by 
Stuart Chase. 

4Page 168, “Government in Business” by 
Stuart Chase. 
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tinue “his business in many industries 
under Lists A and B, subject to state 
control, but not state ownership.” 
Furthermore, he divides*® “public 
business” into three main forms, 
namely, majority regulation, control 
without ownership, and ownership 
and operation by the state. 


iy is no part of my intention either 
to refute or to signify agreement 
with Mr. Chase’s three tables or his 
conception of the field of public own- 
ership. In passing, however, I might 
say that of the subjects in List A (or 
Table I) I find only four which prop- 
erly or necessarily come within the 
field of public ownership, namely, pub- 
lic schools, some hospitals, transporta- 
tion, and communication, with the ex- 
ception of newspapers and magazines. 
In his List B (Table III), I would 
specify only coal, oil, natural gas, wa- 
ter power, electricity, and the other 
metal and mineral deposits which he 
puts under the head of “metallic com- 
plex” (not, however, steel making), 


5 Page 217, 


“Government in Business” by 
Stuart Chase. 
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Taste II 


Elastic Wants, Luxuries, and Preferences above Minimum Base 


Fancy foods and drinks 
Fancy housing 


Imported and exotic delicacies, confectionery, vintages. 
Domestic service; luxury furnishings such as hand-made goods, 


period furniture, objets d’art; interior decorating, landscape 


gardening. 
Fancy and fashion clothing 
lace. 
Higher education 


Custom-made garments, extreme fashions, rare fabrics, furs, 


Universities, foreign travel, private libraries, symphony con- 


certs, private schools. 


Fancy recreation 


collections. 
Personal service 


Florida, the Riviera, motor boats, yachts, sporting outfits, 
cruises, resorts, 


gambling, hunting, horse racing, hobbies, and 


Jewelry, cosmetics, beauty shops, valets, clubs, etc. 
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Taste III 
Underlying Industries and Services (Partial List) 


Agriculture, fisheries. 

Forestry, lumber. 

Energy complex—coal, oil, natural gas, water power, electricity. 

Metallic complex—ores, steel making, manganese, nickel, tin, chromite, tung- 
sten, copper, lead, zinc, mercury, etc. 

Chemical complex—chemical industries, nitrates, sulphur, potash, phosphates, 
rubber, etc. 

Cement. 

Clay, brick manufacturing, stone, sand, and gravel. 

Construction industries—capital goods. 

Machine making—capital goods, presses, lathes, etc. 

Paper and printing. 

Freight transport—railways, highways, waterways, pipe lines. 

Distribution agencies—retail, wholesale, warehousing, refrigerator service, etc. 

Import and export traffic. 

Banking, brokerage, and insurance. 

Professional services—engineering, architectural, law, accounting, etc. 

Government service—army, navy, courts, civil service, etc. 


& 


(B) Those which should or might 
be operated by a public corporation, 
such as TVA, whether or not they are 
governmentally owned ; 

(C) Those which should be sub- 
ject to public control without public 
ownership ; 

(D) Those which are best left to 
private ownership and operation, even 
though subject to some degree of gov- 
ernment regulation. 


freight transportation and govern- 


ment service. My belief in the public 
ownership and operation of public 
utilities does not logically compel me 
to accept even these extensions of gov- 
ernment ownership. They present 
their own reasons for being so treated. 
Moreover, they might be distributed 
among the first three of the classifica- 
tions that I am about to make. 


It seems to me that from the view- 
point of ownership and control busi- 
nesses may be divided into four 
classes : 

(A) Those which should be owned 


and operated by the government, Fed- 
eral, state, or municipal ; 


sD jpeg Class A, I would put what 
are commonly known as public 
utilities. The most significant feature 
of these is that they are natural mo- 
nopolies and therefore not capable of 
regulation by competition. If they 
could be regulated by the public au- 
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thority in such a way as to assure ade- 
quate services and fair prices to the 
consumer together with fair remun- 
eration for labor, public ownership 
and operation would not be necessary. 
Abundant experience has shown, how- 
ever, that public regulation cannot at- 
tain these ends. This does not mean 
that the government must immediately 
own and operate all these natural mo- 
nopolies. For example, the railroads 
do not seem to be in a favorable posi- 
tion to be taken over by the govern- 
ment at this time, while the electric 
power industry probably can be ade- 
quately regulated and controlled for 
some time by the use of the yardstick 
method, that is, government competi- 
tion. 

Under Class B, those industries 
which should or might be operated by 
a public corporation, I would put coal 
mining and the extraction of petro- 
leum and other deposits. The distri- 
bution of milk in the cities could be 
carried on by this method, although 
consumers’ cooperatives might prove 
more desirable. 

To Class C, those industries which 
should be subject to public control 
without public ownership, belong the 
production and marketing of certain 
agricultural products under the AAA, 
the control of certain products in 
Australia under the Agricultural 
Marketing Acts, and the distribu- 
tion of electricity under the British 
government corporation known as the 
“British Grid.” 


N some cases public ownership with- 
out public operation might be a 
good arrangement, for example, tim- 
ber lands in relation to the lumber in- 
dustry. The line between Classes B 


17 


and C is not rigid. Class D, those in- 
dustries which are best left to private 
ownership and operation, comprises 
the vast majority of industries. What 
they need most is a reorganization or 
reconstruction according to the device 
of “occupational groups” as recom- 
mended by Pope Pius XI. In other 
words, a revived and amplified NRA 
is called for. With code organizations 
and code authorities including, which 
the NRA did not include, adequate 
participation and codperation by rep- 
resentatives of labor, private indus- 
tries could regulate themselves to their 
own advantage and for the best inter- 
ests of the common welfare but sub- 
ject to the control and supervision of 
the government. 

Our country is too large and our in- 
dustries too complex and varied to be 
brought successfully under any one 
form of control or ownership. We do 
not want either ownership or control 
to be all public or all private. We 
want both principles to be sometimes 
exemplified in the same industry. 
And we want the largest practicable 
measure of cooperative enterprise. 
This is neither public nor private in 
the ordinary sense. 

The only proper test of desirable 
ownership or operation or control is 
the common good. This necessarily 
means different methods in different 
industries. To say that a belief in the 
public ownership of one or two or half 
a dozen or a dozen industries neces- 
sarily commits one to advocacy of this 
method in all or even a majority of in- 
dustries is to make a purely gratuitous 
assertion. It is to inject into the situa- 
tion an entirely artificial logic and an 
utterly fallacious conception of con- 
sistency. . 
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PUBLIC UTILITIES COMMISSION 
OF THE TERRITORY OF HAWAII 


HONOLULU, T. H. 


December 5, 1935 


Mr. Henry C. Spurr, Editor 
Public Utilities Fortnightly 
Washington, D. C. 


Dear Mr. Spurr: 


We are taking this opportunity of communicating 
with you and your entire staff as a means of bringing 
into closer relationship our Commission, of the 
Territory of Hawaii, an integral part of the United 
States, with public utility activities in the 
continental United States. 


This letter is forwarded to you as a message of 
greetings and good will by the "China Clipper," 
Pan-American Airways, on her official maiden voyage 
which is a scientific and forward step to disprove the 
old adage that was in effect "East and West do not meet." 


It is with gratification that we of the Territory 
of Hawaii now have the satisfaction of knowing that 
when assistance is required it may be quickly obtained 
by using the fast method of communication now afforded 
through the inauguration of the new Pan-American air 
line between Hawaii and the mainland United States. 


With Aloha from the writer and each member of the 
Public Utilities Commission of the Territory of Hawaii, 
we are 

Very truly yours, 


Public Utilities Commission 
of the Territory of Hawaii 
— 


By ANA er 


Chairman 
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W5: congratulate the Pan- 
American Airways for the 
daring initiative which has made 
this new service between the Ter- 
ritory of Hawaii and the mainland 
of the United States possible; and 
we also congratulate the Public 
Utilities Commission of the Terri- 
tory of Hawaii for its prompt 
recognition of this means of 
communications making Hawaii 
more than ever an integral part 
of the United States. 


Best wishes to Pan-American 
Airways and to every member 
of the Hawaiian Commission and 
their staff. 


It is said that the first iron 
steamship which crossed the At- 
lantic carried a learned treatise, 


based upon scientific information 
then available, in which it was 
said it would be impossible to 
cross the sea in an iron vessel. 

While we now look with more 
sympathy than people generally 
once did on courageous pioneers 
seeking to extend the frontiers of 
applied science, there are many 
even in this day who are discour- 
aged because they think our eco- 
nomic frontiers have reached their 
limit. 

But there is plenty of room left 
for pioneers in that domain. And 
there will be plenty of pioneers 
who will extend that frontier, no- 
body can say how far. 


Best wishes also to them. 
—Pustic Utiirties FortNIGHTLY 
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The Big Power Company 
and the Small ‘Town 


A problem in public relations 


By RALPH B. COONEY 


EARLY everyone of the slightest 
N importance in the electrical 
utilities field has, at one time 
or another, had something to say on 
the subject of public relations. How- 
ever, when boiled down to their es- 
sence, far too many of these earnest 
pronouncements turn out to consist 
of a lot of words which succeed only 
in stating three vague generalities: 
1. The problem of proper public 


relations is one of the most important 
in our business. 

2. We ought to try to make people 
like us. 

3. Successful public relations are 
established at the point of contact 
with the ordinary, everyday con- 
sumer. 


I haven’t read all the speeches made 
or all the papers written on the sub- 
ject, but I’ve gone through a good 
many. There are nine words of pious 
hope for one of concrete suggestion. 

This article, then, represents an at- 
tempt to study some of the specific ele- 
ments involved in just one public rela- 
tions problem—that presented by the 
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community of from 2,500 to 25,000 
people—the community which we 
may, as a matter of convenience, iden- 
tify as the typical county-seat town. 

Not every community in this popu- 
lation class centers around a court- 
house square, but most of them share 
the characteristics we have in mind 
when we apply this designation. 


HERE are some 1,800 towns and 
small cities of this type scattered 
across the American scene, and con- 
sidered by themselves they may not 
loom up as having great importance— 
after all, they account for only 16 per 
cent of our national population. But 
their sphere of influence extends far 
beyond their town limits. They are 
the key centers for all but a small sub- 
urban fringe of that 44 per cent of 
the people of the United States who 
live in small villages or on farms. 
Eighteen hundred pebbles thrown into 
these 1,800 pools set up ripples which 
touch at least 55 per cent of the Ameri- 
can public. 
These are the points at which the 
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great worlds of trade and finance and 
government and culture come to- 
gether on common ground with that 
other great world which is rural 
America. 

These are the places where the 
farmers’ automobiles line the curbs on 
Saturday nights; where the young 
folks come for dances and movies; 
where the older people do their sell- 
ing, their buying, and their banking. 
These are the places where taxes are 
paid and lawsuits settled. These are 
the places where the countryside’s 
newspapers are printed; where the 
county’s political organizations have 
their headquarters. 

These are the places where the big 
regional power companies have their 
branch offices! 

Under such 


circumstances one 


would expect to find the electric util- 
ity companies devoting considerable 
energy to the creation and mainte- 
nance of a carefully planned public re- 
lations policy in the county-seat towns 
throughout their territories. Yet such 
does not appear to be the case. 


|e gpa the past summer I had 
occasion to visit the Middle 
West and renew acquaintance with a 
number of people I used to know, 
many of them living in towns of this 
type. Talking to them—not as an in- 
vestigator or as a reporter but as 
someone they knew personally—I soon 
became convinced that the power com- 
panies, particularly the big network 
companies, had either failed to recog- 
nize the importance of these key com- 
munities in their public relations pro- 
gram, or recognizing it, did not know 
how to go about getting the desired 
results. 
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While I believe that the second an- 
swer is the correct one, it might be 
worth while to review briefly two or 
three of the reasons why correction 
of this lapse is indeed important. 

We have already noted that over 
half the people of this country live 
either in or under the direct influence 
of county-seat towns. Even though 
many of these people are not consum- 
ers of electric power, they contribute 
their part to the formation of that 
slow-moving but eventually omnipot- 
ent force called public opinion. More 
specifically, they participate in the se- 
lection of the men who make and en- 
force the laws under which the utility 
companies conduct their business. 

It is well to remember, in this con- 
nection, that fully half of the mem- 
bers of the Congress of the United 
States give small towns as their home 
addresses. Also that, with but one or 
two exceptions, every state legislature 
in the country is controlled numeric- 
ally by men from communities of 
25,000 and under. 


s I understand it, the function of 
public relations work has a goal 
more important and more lasting than 
the mere procurement of friendly leg- 
islation. Nevertheless, the nature of 
utility legislation stands as at least a 
partial barometer of the confidence 
displayed toward the utility companies 
by the public generally. And remem- 
brance of the part which men with 
small-town backgrounds play in the 
formulation of legislation may serve 
to drive home the importance of build- 
ing up a favorable attitude in the com- 
munities whence they come. 
There is also another reason why 
the county-seat town and the small 
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community generally should play an 
especially important part in the power 
companies’ public relations program. 
In most cities, electric power and 
light is provided by a company of 
local origin. While it may today ac- 
tually be only one unit in some big 
utility system, it operates as a self- 
contained local organization and, in 
the minds of most citizens, is a local 
company. The consumer who fights 
with its representatives thinks only of 
having had a row with “the light com- 
pany.” It has remained a local issue. 
If his experience has, on the other 
hand, been a pleasant one, or if he 
approves of some civic activity under- 
taken by the company, he continues 
to think of it as a local institution. 
The opposite is true in smaller 


places. 
M3’ of these towns had no elec- 
tric service until some big com- 
pany’s power lines brought it to them. 
Many others had the experience of 
seeing a faltering local enterprise be- 
come effective only when a big out- 
side company took it over, keying it 
into an efficient network system. 

In both cases, the consuming public 
has been made fully aware that it is 
dealing with a big organism to which 
the individual community is but one 
of many small and, individually, un- 
- important parts. Even the name of 
the company proclaims its nature. 
People in Barnesville don’t deal with 
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lives of city people. 


the Barnesville Light Company; they 
deal with the local office of the North- 
ern Central Power and Light Com- 
pany, a vague monster controlled from 
afar, concerning which they know 
next to nothing. 

All this means that small-town peo- 
ple are particularly ripe for propa- 
ganda painting the big utility com- 
panies as soulless monsters. All this 
means that the men responsible for the 
electric company’s public relations pol- 
icies cannot afford to overlook the im- 
portance of evolving policies which 
will win for their organizations the 
respect and confidence of those who 
live in the smaller places. 

Assuming that the utility executives 
of the country must understand this 
as well as or better than an outsider, 
the question arises as to why a better 
job is not being done. 

The answer, judging from the com- 
ments made by my small-town friends 
and from my own acquaintance with 
small communities and their ways, is 
a fairly simple one. Not enough 
thought has been given to the strong 
personal basis upon which small town 
and rural people form their opinions 
and conduct their business. 


HAT is needed, first of all, is a 
clearer understanding of the ex- 
act nature of the local manager’s job 
and of the factors which determine the 
amount of good or ill he can accom- 
plish in the performance of his duties. 
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“WHERE a man comes from, how he talks, who he smiles 
at, what his wife wears, how much he puts in the plate on 
Sunday—are things which count for little in the impersonal 


But in a town of a few thousand 


folks, every lift of the eyebrow is noted and weighed.” 
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In small communities (including 
those of twenty to thirty thousand) he 
is the foundation upon which all pub- 
lic relations rest; and in making this 
observation, I am not thinking of his 
executive ability, his knowledge of the 
business, or his capacity for determin- 
ing and interpreting policies. I am 
thinking of him as a man known by 
name and by sight throughout a whole 
town and the countryside surrounding 
it. 

Where a man comes from, how he 
talks, who he smiles at, what his wife 
wears, how much he puts in the plate 
on Sunday—are things which count 
for little in the impersonal lives of 
city people. But in a town of a few 
thousand folks, every lift of the eye- 
brow is noted and weighed. 

And the big organization, whether 
it be in the power business or any 
other, which would win friends in 
such a community must weigh them, 
too. 

Here are some of the things that 
count: 


Rt of all, the local manager 
should come, if possible, from the 
same section of the country as that in 
which the community is situated. If 
it is a corn country, he ought to be a 
corn-country man. If it is a region of 
hard winters, he ought to be a man 


accustomed to hard winters. His 
background should be such as to make 
him sympathetic with the way of liv- 
ing and with the business and personal 
outlook of the people amongst whom 
he is to live. 

He should really have been brought 
up in a town of about the same size, 
one known, at least casually, to the 
residents of his territory. 


Despite the automobile, the radio, 
and the movies, despite occasional 
trips to the city, small-town and coun- 
try people continue to show distrust 
of those whose clothes, mannerisms, 
or speech betray too strong an urban 
influence. And they continue to dis- 
play resentment at the most innocent 
and casual comments by which the 
city-bred so much as hint at unflatter- 
ing comparisons with city ways, city 
conveniences, city pleasures, or city 
opportunities. 

Big utility companies which place 
city men as local managers in county- 
seat towns are setting up barriers to 
good will from the start. The man 
who, on the other hand, reveals him- 
self as cut from the same sort of cloth 
as his fellow townsmen, who knows, 
perhaps, a few people they know, or 
who can talk about some of the gen- 
eral problems affecting that section of 
the state, is already on the road to 
community acceptance. 


wo warnings, however, should be 
heeded. 

The man picked to serve in a given 
community should not come from a 
town which, for any reason, is con- 
sidered a rival of that in which he 
is to be stationed. 

No man should be appointed to 
serve as local manager in his own 
home town. 

Small-town rivalries are apt to be 
rather petty affairs, but they bite deep. 
And they last for generations. Fifty 
years ago one community I know of 
got itself designated as county seat, 
wresting that honor from another 
town, less centrally located but better 
provided with railroad facilities. To- 
day, people of the two towns still 
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The Small-town Utility Manager 


al 


00 many local utility managers rank as little more than 
head clerks in the offices to which they are assigned. They 


are not paid enough or given enough authority to make them ap- 


pear consequential in the eyes of their neighbors. 


The man who 


commands respect in a small town must, by and large, be a 
man of some substance.” 





maintain the feud. Rivalries over 
high school basketball teams, post of- 
fice building appropriations, the mov- 
ing of a factory from one place to 
another, the location of a state high- 
way, have hung on for years. Prac- 
tically, of course, individual residents 
establish relations in accordance with 
personal likes or the dictates of busi- 
ness judgment, regardless of commu- 
nity attitudes. But any pronounced 
elevation of a man from one town is 
bound to awaken resentment in citi- 
zens of the other. 

The dangers in promoting a home- 
towner are even more serious. 

Just as rivalries between towns 
hang on for years, so the petty ties 
‘and petty jealousies within a com- 
munity persist for generations. When 
a man is made the responsible local 
executive for a great outside corpora- 
tion—particularly one with a delicate 
public relations problem—his every 
act involves the reputation of his com- 
pany in a labyrinth of personal likes 
and dislikes, feuds, and alliances 
which have been growing for as many 
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years as his family has been in that 
part of the country. No matter how 
fair or how able he may be, his busi- 
ness decisions and his personal affairs 
are going to appear all tangled up in 
the eyes of the community generally. 


HE best man for the local man- 

ager’s job is a man from another 
locality of the same sort. The picking 
is important, but more important still 
is what is done with, and for, the man 
once he has been selected. 

It is on this point that I have gath- 
ered the sharpest criticisms of the 
utility companies’ policies and proced- 
ure. 

Too many local utility managers 
rank as little more than head clerks in 
the offices to which they are assigned. 
They are not paid enough or given 
enough authority to make them ap- 
pear consequential in the eyes of their 
neighbors. 

The man who commands respect in 
a small town must, by and large, be 
a man of some substance. He doesn’t 
have to be the richest man in town; 








THE BIG POWER COMPANY AND THE SMALL TOWN 


but he should be able to live as well 
as the local merchants and profession- 
al men. He should have enough 
money to live in one of the better 
houses on one of the better streets. 
He should be in a position to con- 
tribute his share to community enter- 
prises, he should be able to join the 
town clubs, to give proportionate sup- 
port to his church, to do a reasonable 
amount of entertaining. . 

And he should be able to do these 
things as an individual, out of his 
own pocket. 

For he, as a person, means quite 
as much as an ambassador of good 
will as he does acting in the name of 
his company. If his economic status 
stamps him as a man of some import- 
ance in the life of the town his word, 
automatically, carries more weight 
than if he is too obviously one of the 
less affluent citizens of the community. 


AX this does not mean, however, 
that a local manager can exercise 
the greatest influence through merely 
being well paid. Either actually, or 
through closely concealed channels of 
contact, he should be able to speak 
promptly and authoritatively for his 
company on most local matters. 

He should be able to make company 
contributions to civic projects as are 
permitted without undue delay and 
without recourse to a lot of involved 
red tape. He should have a reason- 
ably free hand with local personnel 
problems. He should have the power 
to make minor adjustments on the 
spot. He should, ostensibly at least, 
control the placing of advertising in 
the local papers. And he should have 
sufficient free time to get around his 
territory, seeing people personally. 
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Most important of all, he should be 
able, when necessary, to produce on 
quick notice somebody “important” 
from the company’s main office. 

Failure to possess this influence 
raises one of the most difficult ob- 
stacles to a local manager’s prestige. 
A small community doesn’t like to 
feel that the company’s local manager 
receives the sort of supervision that 
reduces him to the status of an errand 
boy. But it should feel that he has 
enough influence with the powers be- 
hind the scenes to secure the presence 
of an executive of major calibre when, 
by its standards, a situation of suffi- 
cient importance arises. 

The danger, of course, here is that 
the community’s idea of what is im- 
portant may not coincide with the con- 
cepts of importance prevailing in the 
company’s main office. Nevertheless, 
if small-town good will counts for 
anything, and we have seen that there 
is good reason to believe it should, the 
local manager should not be let down. 
Some one should be able to appear 
at his behest. 


Biv brings us to consideration of 
a position which, I believe, should 
exist in every big utility corporation 
serving small-town and rural areas. 
Let us call it regional assistant to the 
president. 

In other words, for every general 
region served, there should stand a 
specialist, responsible only to the ma- 
jor executives of the company, whose 
principal interest would be, not power 
lines, consumption, or investment, but 
the communities themselves, the peo- 
ple in those communities, the eco- 
nomic factors responsible for their 
trends of thought, and the personnel 
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representing the company in their 
midst. 

Such a man would be interested 
in advertising, in employment, in pub- 
licity, in management. But he would 
not undertake any of these functions 
directly. He would have a degree of 
authority, and to the public he would 
appear a personage of authoritative 
importance, but he would actually de- 
vote his principal energies to listening, 
reporting, and advising. 

He would have an impressive title 
for use when occasion demanded. He 
would live near the center of his re- 
gion and would hold himself able to 
make a quick and impressive appear- 
ance in any town within his territory. 
He would be able to make sensible 
speeches touching on subjects close to 
his public’s interests. 

Behind this front, he would spend 
considerable time “bumming around” 
the area informally. He would follow 
all the local newspapers. He would 
know whether the drive for the com- 
munity chest was going over well in 
Hoytsville; and whether or not the 
local manager there if regulatory laws 


permitted should chip in with another 
hundred dollars. He would know 
how the Posey county corn crop was 
coming on and whether the Vance- 
burg Iron Foundry was still laying off 
men. 

He would serve, in other words, as 
the device through which the local 
manager could appear as a man of 
responsibility and authority without 
disrupting the best interests and the 
basic policies of the company itself. 


io the smaller communities, public 
relations are personal relations. All 
that the big utility companies need to 
do to win more friends in the smaller 
places is to recognize this precept and 
to extend to local management some 
of that care and energy they have 
devoted to solving their bigger prob- 
lems. 

No elaborate devices, no involved 
campaigns, no great expenditures are 
called for. Understanding—both of 
the importance of doing the job and 
of the fundamentally simple basis up- 
on which success rests—is all that they 
need to have. 
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The Danger of Rural Power Subsidies 


“ir the electric industry makes rates to farmers that are lower 
than necessary to yield a fair return when the business is de- 
veloped fully, it will mean that city people must pay part of the farm 


electric bills and neither rural nor city residents want this. 


Such a 


course would be unsound and dangerous, and would result in disaster 
to utility companies and farm customers as well.” 


—Grover C. NeErr, 


President, Wisconsin Power & Light Co. 
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—MOoNTAIGNE 


“When industry is prostrate, demagogues flourish.” 


¥ 


“Its (TVA) success implies that extortion in every 
section will be checked.” 


“This is the first time in our history the attempt to 
inflame the people against the existing American system 
has come from the government itself.” 


“If utilities are politically operated, then, speaking 
bluntly, the utility as an agency for public service be- 
comes secondary to the maintenance of political office 
and political organization.” 


> 


“If any ‘weighting’ is to be done in order to get a 
real consideration of rates in New York city as against 
rates in other cities there are elements much more 
important than population to be considered.” 


¥ 


“The Interstate Commerce Commission, ‘after spending 
twenty-four years and two hundred million dollars, has 
reported that the fair value of the railroads is twenty-one 
billions. They are, however, capitalized for only nineteen 
billions.” 


a 


“It is a serious, continuing task that confronts us, 
one in which we have some pride in having cleared 
a portion of the road, but also a consciousness that 
the road, truly to carry out the unquestioned purposes 
of the act (Securities Act), must be a King’s highway 
that all who seek it can follow.” 


“If I were a citizen of the state of Nebraska, regard- 
less of what party I belonged to, I would not allow 
George Norris to retire from the United States Senate, 
whether he wanted to or not, for the very good reason 
that I feel he is necessary not only to Nebraska but 
to the United States as long as he lives.” 
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Will the Utility Act Upset 


State Regulation 
If the law is finally upheld? 


Arter a careful analysis of the various provisions of the law bearing upon 

Federal and state authority, the author concludes that the act as passed 

cannot operate to break down the jurisdiction of the state regulatory 

commissions but that on the contrary various important provisions of the 
act are in aid of state regulation. 


By JOHN E. BENTON 


GENERAL SOLICITOR, NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


HE Wheeler-Rayburn Act con- 
tains three parts. The first pro- 
vides for the regulation and con- 


T 


trol of public utility holding compa- 
nies, and according to provision there- 


in contained is entitled the Public 
Utility Holding Company Act. The 
second part consists of amendments to 
the Federal Water Power Act, and the 
third part consists of further amend- 
ments to the Federal Water Power 
Act, which vest regulatory jurisdic- 
tion in the Federal Power Commis- 
sion over operating electric utilities 
engaged in the transmission or sale at 
wholesale in interstate commerce of 
electric energy. This third part of the 

Epiror’s Note.—The Public Utility Hold- 
ing Company Act has been declared uncon- 
stitutional by the Federal Maryland District 
Court; but that question will not be settled, of 


course, until passed upon by the Supreme 
Court. 
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act changes the title of the Federal 
Water Power Act to the Federal Pow- 
er Act, and the amendments in such 
part become Parts II and III of the 
Federal Power Act. 

In this discussion, references to the 
Federal Power Act will be to said 
Parts II and III, and to the Holding 
Company Act will be to the Public 
Utility Holding Company Act. Also 
this discussion will assume the consti- 
tutionality of all provisions of the 
statute, and will seek only to discover 
the effect of the statute, upon that as- 
sumption. 

Every statute must be interpreted 
according to its language, and to ac- 
complish the legislative purpose, as 
that purpose appears from such lan- 
guage, construed in the light of the 
facts surrounding the enactment of 
the statute. 
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The language of the Federal Power 
Act undertakes to make clear the legis- 
lative purpose not to destroy or 
diminish state regulatory power over 
electric utilities. The first paragraph 
of the new act (Sec. 201 (a)) sets 
forth the extent to which the regula- 
tion provided is intended to go in a 
“Declaration of Policy.” This states 
that : 

‘ Federal regulation of matters re- 
lating to generation to the extent provided 
in this part and the part next following 
and of that part of such business which 
consists of the transmission of electric ener- 
gy in interstate commerce and the sale of 
such energy at wholesale in interstate com- 
merce is necessary in the public interest, 
such Federal regulation, however, to extend 
only to those matters which are not subject 
to regulation by the states. (Italics sup- 
plied.) 


Hw’ thus indicated the intent 
that the regulation provided 
shall extend only to those matters 
which are not subject to state regula- 
tion, the act proceeds to limit and to 
define narrowly the jurisdiction grant- 
ed. This it does in § 201 (b) as 
follows : 


. The commission shall have juris- 
diction over all facilities for such transmis- 
sion or sale of electric energy, but shall not 
have jurisdiction, except as specifically pro- 
vided in this part and the part next follow- 
ing, over facilities used for the generation 
of electric energy or over facilities used in 
local distribution or only for the transmis- 
sion of electric energy in intrastate com- 
merce, or over facilities for the transmission 
of electric energy consumed wholly by the 
transmitter. (Italics supplied.) 


Section 201 (c) provides that elec- 
tric energy shall be held to be trans- 
mitted in interstate commerce “if 
transmitted from a state and con- 
sumed at any point outside thereof,” 
(italics supplied) and § 201 (d) de- 
fines sale “at wholesale” as a sale of 
electric energy to any person for re- 
sale. (Italics supplied.) 


The Congress thus, at the outset, 
by explicit language expressed the 
purpose of the legislation, and marked 
out the limits of the jurisdiction of 
the Federal Power Commission in the 
exercise of any of the regulatory pow- 
ers granted to that commission in the 
Federal Power Act. 

Whatever by that act the Federal 
commission is empowered to do can 
be done only in the regulation of a 
company engaged in transmitting or 
selling electric energy, which is trans- 
mitted in interstate commerce, or sold 
in interstate commerce to be resold, 
which energy is consumed or to be 
consumed in a state other than that 
from which transmitted. 


iy is obvious that any order of the 
Federal commission directly regu- 
lating either wholesale transmission in 
interstate commerce or the rates at 
which electric energy shall be sold at 
wholesale in interstate commerce can- 
not affect state regulation of such 
service or rates for the reason that, 
prior to the enactment of the Wheeler- 
Rayburn Act, the state had no juris- 
diction over such service or rates. 
This was the ruling of the United 
States Supreme Court in the Attle- 
boro Case.? 

However, regulation, as ordinarily 
now imposed under regulatory stat- 
utes, passes beyond direct orders reg- 
ulating service and rates. In most 
states public utilities have been sub- 
jected to regulation in the following 
respects : 


(1) They may not begin business 
in any given territory without first 
obtaining from the state commission 
a certificate of public convenience and 


1273 U. S. 83, P.U.R.1927B, 348. 
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necessity, or some other similar form 
of permit. 

(2) They may not issue securities 
without first obtaining the approval 
of the state commission. 


(3) They must keep such accounts 
and in such manner as the state com- 
mission prescribes. 


(4) They may not acquire control 
of another utility through purchase 
of its assets or securities without ap- 
proval of the state commission. 


(5) They must submit to the regu- 
lation of the service which they render 
by the state commission, and 


(6) They must charge for such 
service only such rates as are pre- 
scribed or permitted by the state com- 
mission. 


N” all state commissions are em- 
powered to regulate utilities in 
all the foregoing respects, and some of 
them regulate such utilities in other 
respects. But these matters cover the 
usual field of state commission activ- 
ity. We will briefly consider what 
the Wheeler-Rayburn Act provides as 
to each. 

As to entry into business, there is 
no provision in the statute as enacted 
requiring a certificate of convenience 
and necessity, or other form of per- 
mit. As introduced the bill contained 
such a provision, covering both con- 
struction and abandonment, but this 
provision was eliminated. An electric 
utility may, accordingly engage in the 
business of transmitting or selling 
electric energy at wholesale in inter- 
state commerce without procuring the 


assent of either the Federal Power 
Commission or the Securities and Ex- 
change Commission ; but upon engag- 
ing in such business it becomes subject 
to the applicable provisions of the stat- 
ute. 

In this respect the Wheeler-Ray- 
burn Act contrasts with the Interstate 
Commerce Act, which (Sec. 1, pars. 18 
to 22 inclusive) requires interstate rail 
carriers to procure certificates of con- 
venience and necessity from the Inter- 
state Commerce Commission to au- 
thorize either construction or aban- 
donment, and expressly states that af- 
ter the issuance of such a certificate a 
carrier may “without securing ap- 
proval other than such certificate, 
comply with the terms and conditions 
contained in or attached to the issu- 
ance of such certificate and proceed 
with the construction, operation, or 
abandonment covered thereby.” 


A to securities, both the Federal 
Power Act and the Holding 
Company Act contain provisions for 
Federal regulation. The Power Act, 
§ 204 (a), forbids any public utility 
subject to the act to issue securities 
without authority of the Federal com- 
mission, but paragraph (f) of the sec- 
tion provides as follows: 
(f) The provisions of this section shall 
not extend to a public utility organized and 
operating in a state under the laws of which 


its security issues are regulated by a state 
commission. 


These provisions taken together 


e 


“THE Wheeler-Rayburn Act contains provisions granting 
broad authority both to the Federal Power Commission 
and to the Securities and Exchange Commission to pre- 
scribe accounts to be kept, but it contains also explicit pro- 
visions safeguarding state commission jurisdiction.” 
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subject to the regulation of the Fed- 
eral Power Commission the security 
issues of any electric utility subject to 
the act which does not do business in 
the state in which organized, or the 
security issues of which are not regu- 
lated by a state commission in such 
state. As to all others the Federal 
Power Commission is without juris- 
diction. 

Whether a public utility which is by 
the act made subject, as to its issues 
of securities, to the jurisdiction of the 
Federal Power Commission because it 
does not operate in the state where 
organized, is to be exempted from 
such state commission regulation as is 
provided by state law, is perhaps open 
to question, although the intent not to 
relieve from the operation of state 
laws in any case would seem to be evi- 


denced by the provisions of § 7(g), 
which will be referred to a little later. 


HE provisions of the Holding 
Company Act are primarily for 

the protection of investors. Section 
6(a) of that act makes it unlawful 
for a public utility (gas or electric) 
which is a holding company or the 
subsidiary of a holding company, to 
use the mails or other instrumentali- 
ties of interstate commerce to issue or 
sell securities until it shall have filed 
a declaration with the Securities and 
Exchange Commission covering such 
securities containing the information 
called for by § 7 of the Holding Com- 
pany Act, and shall have secured an 
order of that commission “permitting 
such declaration to become effective.” 
Under this provision, if it stood 
alone, it is apparent that securities au- 
thorized by a state commission might 
not be distributed in interstate com- 
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merce or through the mails without 
first securing the authorization of the 
Securities and Exchange Commission. 
However, the act contemplates that 
prior authorization by the Securities 
and Exchange Commission shall not 
ordinarily be required of operating 
utilities. Section 6(b) provides that 
“by rules and regulations or order, 
subject to such terms and conditions 
as it deems appropriate in the public 
interest or for the protection of in- 
vestors” the commission shall exempt 
from the provisions of § 6(a) “the 
issue or sale of any security by any 
subsidiary company of a registered 
holding company, if the issue and sale 
of such security are solely for the pur- 
pose of financing the business of such 
subsidiary company and have been ex- 
pressly authorized by the state com- 
mission of the state in which such sub- 
sidiary company is organized and do- 
ing business.” The effect of this ex- 
emption is to relieve the exempted 
company from obtaining any order of 
the Securities and Exchange Commis- 
sion authorizing a proposed issue of 
securities, but under further provi- 
sions of § 6(b), the holding company 
or the subsidiary is still required, 
within ten days after any issue, to file 
with the commission such information 
called for by § 7 “as the commission 
may by rules and regulations or or- 
der prescribe.” 


HE intent that notwithstanding 

any of the provisions of the stat- 
ute state laws respecting the issuance 
of securities by electric utilities shall 
be complied with is indicated by the 
provisions of § 7(g) which are as 
follows: 


(g) If a state commission or state se- 
curities commission, having jurisdiction over 
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Authority to Engage in Business 


€¢ An electric utility may engage in the business of transmitting 

or selling electric energy at wholesale in interstate com- 

merce without procuring the assent of either the Federal Power 

Commission or the Securities and Exchange Commission; but 

upon engaging in such business it becomes subject to the applicable 
provisions of the statute.” 





any of the acts enumerated in subsection (a) 

of § 6, shall inform the commission, upon 

request by the commission for an opinion 
or otherwise, that state laws applicable to 
the act in question have not been complied 

with, the commission shall not permit a 

declaration regarding the act in question to 

become effective until and unless the com- 
mission is satisfied that such compliance has 
been effected. 

Section 3(a) of the Holding Com- 
pany Act also provides that the Se- 
curities and Exchange Commission 
shall exempt “any holding company, 
and every subsidiary company thereof 
as such, from any provision” of the 
Holding Company Act “unless and 
except in so far as it finds the exemp- 
tion detrimental to the public interest 
or the interest of investors or consum- 
ers,” if (1) such holding company and 
every subsidiary public utility compa- 
ny are predominantly intrastate, and 
carry on business substantially in one 
state in which all were organized, or 
(2) if the holding company is “pre- 
dominantly a public utility company 
whose operations as such do not ex- 
tend beyond the state in which it is 
organized and states contiguous there- 
to.” There are other grounds of ex- 


emption which, however, need not be 
recited here. 


HE effect of the statute, as to is- 
sues of securities, accordingly 
would seem to be this: 

(a) An electric utility subject to 
the Federal Power Act, which is op- 
erating in the state in which organ- 
ized is not subject to regulation of its 
issues of securities by the Federal 
Power Commission, if under the laws 
of that state such issues of securities 
are regulated by a state commission. 

(b) Every electric utility which is 
organized in a state which does not 
regulate its issues of _ securities 
through a state commission, or which 
operates only in a state other than that 
in which it was organized, is subject to 
the regulation of its securities by the 
Federal Power Commission and also 
to such regulation as is provided by 
applicable state laws. 

(c) Every electric utility which is 
a holding company, or the subsidiary 
of a holding company, which has not 
become exempted under the before- 
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mentioned provisions of § 3, which 
proposes to issue securities, must file 
a declaration with the Securities and 
Exchange Commission under § 7 of 
the Holding Company Act, and must 
procure an order of that commission 
permitting the declaration to become 
effective, except that if the issue pro- 
posed is by a subsidiary of the holding 
company and is “solely for the pur- 
pose of financing the business of such 
subsidiary company,” and if it has 
been “expressly authorized by the 
state commission of the state in which 
such subsidiary company is organized” 
it is entitled to be exempted from any 
obligation to obtain an order of the 
Securities and Exchange Commission. 

(d) Every electric utility which is 
a holding company, or the subsidiary 
of a holding company whether or not 
exempted under § 3 of the Holding 
Company Act, as aforesaid, must file 
with the Securities and Exchange 
Commission the information required 
by § 7 of the Holding Company Act. 


Fe the foregoing analysis, it will 
appear that the intent of the statute 
is that the jurisdiction of state com- 
missions over issues of public utility 
securities shall continue unimpaired, 
but that a utility which does not op- 
erate in the state where organized, or 
does not procure approval of its issues 
of securities in such state shall be also 
subjected to the regulation of the Fed- 
eral Power Commission, and that such 
utilities must procure also the order 
required by § 6 of the Holding Com- 
pany Act. Furthermore all utilities 
which are holding companies or sub- 
sidiaries of holding companies, which 
are not exempted under § 3 as afore- 
said, are required to file with the Se- 


curities and Exchange Commission 
the information called for by § 7 of 
the Holding Company Act, if they de- 
sire to use the mails and the instru- 
mentalities of interstate commerce in 
issuing or distributing their securities. 

In its provisions, preserving state 
jurisdiction, and requiring compliance 
with state laws, the Wheeler-Rayburn 
Act is once more in contrast with the 
Interstate Commerce Act. The last- 
mentioned act, § 20(a), forbids all 
rail carriers to issue securities until 
authorized by the Interstate Com- 
merce Commission, and paragraph 7 
of that section expressly provides as 
follows: 


The jurisdiction conferred upon the com- 
mission by this section shall be exclusive 
and plenary, and a carrier may issue se- 
curities and assume obligations or liabilities 
in accordance with the provisions of this 
section without securing approval other 
than as specified herein. 


Ww" respect to the keeping of ac- 
counts, the provisions of the 


Wheeler-Rayburn Act, both of that 
part which constitutes the Federal 
Power Act, and of that part which is 
the Holding Company Act, are very 
explicit. A fundamental part of every 
regulatory act is that which empowers 
the regulatory body to obtain such in- 
formation relating to the business and 
financial affairs of the companies reg- 
ulated as is necessary to enable their 
intelligent regulation. 

A commission regulating rates and 
service must have jurisdiction to re- 
quire such accounts to be kept as will 
reflect truly information as to the 
property of the regulated utilities, and 
as to the costs incident to their sepa- 
rate classes of business and as to the 
revenues derived therefrom. Any 
body regulating the issuance of securi- 
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ties must have jurisdiction to require 
accounts which will truly reflect in- 
formation as to property investments, 
operating costs, revenues and secu- 
rities, and other obligations. The 
Wheeler-Rayburn Act contains provi- 
sions granting broad authority both 
to the Federal Power Commission and 
to the Securities and Exchange Com- 
mission to prescribe accounts to be 
kept, but it contains also explicit pro- 
visions safeguarding state commission 
jurisdiction. 

The Federal Power Act, § 301 (a), 
provides that every public utility shall 
keep “such accounts, records of cost-ac- 
counting procedures, correspondence, 
memoranda, papers, books, and other 
records as the commission may 
by rules and regulations prescribe 

. but the section contains also 
the following express proviso: “Pro- 
vided, however, That nothing in this 
act shall relieve any public utility from 
keeping any accounts, memoranda, or 
records which such public utility may 
be required to keep by or under au- 
thority of the laws of any state.” 


ao Holding Company Act, § 15, 
provides that every holding com- 
pany and every subsidiary thereof 
shall keep such accounts as the Se- 
curities and Exchange Commission 
shall prescribe, but § 20(b) of the 
Holding Company Act contains provi- 
sion that in the case of the accounts of 
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any company whose accounting meth- 
ods are prescribed by the law of any 
state, the rules and regulations of the 
Securities and Exchange Commission 
shall not be inconsistent with the re- 
quirements imposed by such law, and 
further contains the same language 
which has just been quoted from the 
Federal Power Act. 

These provisions as to accounts 
again contrast with provisions of the 
Interstate Commerce Act. That act, 
§ 20(1) provides that the commission 
may prescribe a Uniform System of 
Accounts for Rail Carriers, subject to 
the act, and further provides, in § 
20(5) that it “shall be unlawful for 
such carriers to keep any other ac- 
counts, records, or memoranda than 
those prescribed or approved by the 
(Federal) commission.” 

As to the acquisition of the assets 
or securities of another utility, and 
consolidations or mergers, the Wheel- 
er-Rayburn bill contains provisions 
for Federal regulation with limited 
exceptions. Under § 203(a) of the 
Federal Power Act, no public utility 
subject to the act may sell, lease, or 
dispose of the whole of its property, 
or any part of the same of the value of 
$50,000 or more, without the approval 
of the Federal Power Commission; 
and § 9(a) of the Holding Company 
Act contains provisions designed to 
compel any holding company or sub- 
sidiary or affiliate thereof, or other 


Company Act is there language indicating any intent that 


q “In neither the Power Company Act nor the Holding 


the Federal regulation provided for shall be exclusive of 
state regulation, except as the same may be applied with 


respect to acquisition of securities 
34 
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. 
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public utility, proposing to acquire 
utility assets or securities, to obtain 
approval of the Securities and Ex- 
change Commission. 


’ I \HE latter provisions, however, are 

not to apply to acquisitions ex- 
pressly authorized by a state commis- 
sion when the companies involved are 
organized in a single state to which 
their business is substantially confined. 
Section 10(f) further provides as 
follows: 

(f) The commission shall not approve 
any acquisition as to which an application 
is made under this section unless it appears 
to the satisfaction of the commission that 
such state laws as may apply in respect of 
such acquisition have been complied with, 
except where the commission finds that 
compliance with such state laws would be 


detrimental to the carrying out of the pro- 
visions of § 11. 


In neither the Power Company Act 


nor the Holding Company Act is there 
language indicating any intent that the 
Federal regulation provided for shall 
be exclusive of state regulation, ex- 
cept as the same may be implied with 
respect to acquisition of securities 
from this reference to the provisions 


of § 11. That section is the section 
which provides for the simplification 
of holding company systems. 

The jurisdiction of the Federal 
Power Commission to regulate service 
is very limited. Under § 202(b) of 
the Federal Power Act, upon applica- 
tion of a state commission, or of any 
public utility engaged in the transmis- 
sion or sale of electric energy, the Fed- 
eral Power Commission “may by or- 
der direct a public utility (if the com- 
mission finds that no undue burden 
will be placed upon such public utility 
thereby) to establish physical connec- 
tion of its transmission facilities with 
the facilities of one or more other 
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persons engaged in the transmission 
or sale of electric energy, to sell ener- 
gy to or exchange energy with such 
persons.” 

This paragraph, however, contains 
a proviso as follows: 


Provided, That the commission shall have 
no authority to compel the enlargement of 
generating facilities for such purposes, nor 
to compel such public utility to sell or ex- 
change energy when to do so would impair 
its ability to render adequate service to its 
customers. 


iy is further provided in § 207 of 
the Federal Power Act that when- 
ever “upon complaint of a state com- 
mission,” the Federal Power Commis- 
sion shall find any interstate service of 
any electric utility to be inadequate or 
insufficient, it may prescribe proper 
service, but in this case also there is a 
proviso that it shall have no authority 
to compel an enlargement of facilities, 
or to compel the rendition of service 
which will impair the ability of the 
utility to render adequate service to 
its customers. 

It will be seen that these provisions 
granting jurisdiction to the Federal 
Power Commission to make service 
orders are in aid of local business, 
subject to state jurisdiction, and not 
in derogation of such jurisdiction. 
As to physical connection and sale or 
exchange of power, the Federal com- 
mission may exercise no jurisdiction 
upon its own motion, but only upon 
application of a transmission or dis- 
tributing company, or of a state com- 
mission; and as to inadequate or in- 
sufficient service the Federal commis- 
sion may act only when asked to act 
by a state commission; and in no case 
may any order be made which will im- 
pair the ability of the public utility, 
against which the order runs, to 





PUBLIC UTILITIES FORTNIGHTLY 





Federal Jurisdiction over Rates 


ce A to rates, the jurisdiction of the Federal 
Power Commission is complete in so 


far as such rates apply to service subject to its 
jurisdiction,—that is as to rates applicable to 


wholesale interstate service. 


Beyond such rates 


jurisdiction is withheld from the commission, 
by the explicit declaration of § 201 (b) of the 


Power Act, 





render adequate service to its custom- 
ers. 

As to rates, the jurisdiction of the 
Federal Power Commission is com- 
plete in so far as such rates apply to 
service subject to its jurisdiction — 
that is as to rates applicable to whole- 
sale interstate service. Beyond such 
rates jurisdiction is withheld from the 
commission, by the explicit declara- 
tion of § 201(b) of the power act, 
above referred to, that the provi- 
sions of the act “shall apply . . 
to the sale of electric energy at whole- 
sale in interstate commerce, but shall 
not apply to any other sale of electric 
energy.” 


HIS language was plainly used 
with the design not to extend the 
jurisdiction of the commission either 
to intrastate rates of any character, or 
to consumer rates applicable to service 
of a local character, regulation of 
which rests with state authority, in the 
absence of Federal regulation under 
the rule announced by the United 
States Supreme Court in the Pennsyl- 
vania Gas Company Case.* 
In like manner the statute with 
great care avoids any general prohibi- 
tion of all rate discrimination. It was 


#252 U. S. 23, P.U.R.1920E, 18. 


under such a general prohibition in 
§ 3 in the Act to Regulate Commerce 
that the United States Supreme Court, 
in the Shreveport Case ® sustained the 
authority of the Interstate Commerce 
Commission to require carriers to 
change intrastate rates found by the 
commission to discriminate against 
interstate commerce. In place of such 
general prohibition § 205(b) of the 
Federal Power Act provides as fol- 
lows: 
No public utility shall, with respect to 
any transmission or sale subject to the juris- 
diction of the commission, (1) make or 


grant any undue preference. . (Italics 
supplied. ed.) 


These provisions as to rates afford 
another contrast with the provisions 


of the Interstate Commerce Act. Sec- 
tion 15 of that act, as originally en- 
acted, authorized the Federal commis- 
sion to make “cease and desist” orders, 
and it was in the exercise of that juris- 
diction that the commission made the 
original Shreveport order, already 
mentioned; and § 14(4) of the pres- 
ent act expressly authorizes the com- 
mission to prescribe intrastate rates, 
and provides that the same “shall be 
observed (by the carriers) while in 
effect the law of any state or 


8 (1914) 234 U. S. 342, 58 L. ed. 1341. 
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the decision or order of any state au- 
thority to the contrary notwithstand- 
ing.” 


HE manner in which the provi- 

sions which have been discussed 
are in contrast with the provisions of 
the Interstate Commerce Act has been 
pointed out for the purpose of indi- 
cating that the two acts are opposite 
in plan and purpose. The Interstate 
Commerce Act designed to establish 
Federal regulation to the exclusion of 
state regulation to the extent provid- 
ed in that act, and it accordingly by 
express language granted jurisdiction 
to the Interstate Commerce Commis- 
sion intended to be exclusive. The 
Wheeler-Rayburn Act, on the con- 
trary, designed not to displace state 
regulation as to matters within the 
reach of such regulation and accord- 
ingly granted jurisdiction to the Fed- 
eral Power Commission limited ex- 
pressly to the regulation of companies 
with respect to interstate wholesale 
business, which by the United States 
Supreme Court had been held to 
be beyond the reach of state regula- 
tion. 

There is no exception to this state- 
ment as respects the jurisdiction of 
the Federal Power Commission, and 
no exception as respects the jurisdic- 
tion of the Securities and Exchange 
Commission, except such as may be 
implied in the exception contained in 
paragraph (f) of § 10 of the Holding 
Company Act, above referred to, 
which extends only to the approval 
of the acquisition of securities in the 
carrying out of the reorganizations 
contemplated by § 11 of the act which 
section of the law provides for the 


simplification of the holding company 
structures, 


HIs review of the principal provi- 

sions of the Wheeler-Rayburn 
Act would seem to indicate that the 
act, as passed, cannot operate to break 
down and destroy state commission 
regulation. Various important pro- 
visions of the act, on the contrary, are 
in aid of state regulation. Mention 
has already been made of the provi- 
sions granting jurisdiction to the Fed- 
eral commission to make orders for 
improvement of service only upon 
complaint of state commissions. Oth- 
er provisions authorize the Federal 
commission upon request of a state 
commission to determine costs of pro- 
duction and of transmission of elec- 
tric energy in cases where jurisdic- 
tion over the applicable rates rests only 
with the state commissions ; and others 
direct the Federal commission to make 
available to the state commissions 
such information and reports as may 
be of assistance to them, and further, 
in so far as it can without prejudice to 
the conduct of the affairs of the Fed- 
eral Power Commission, to make its 
rates, valuation, and other experts 
available to the state commissions, for 
use in state commission regulation. 
These provisions, together with the 
broad provisions authorizing codpera- 
tion and joint nearings, and the crea- 
tion of joint boards upon the nomina- 
tion of state commissions, indicate 
clearly the intent and purpose of Con- 
gress to preserve and strengthen the 
state commissions. All parts of the 
statute must be interpreted and admin- 
istered in the light of this obvious in- 
tent and purpose. 
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Current Earnings Reports Make 
Excellent Showing 


] agent utility reports make good 
reading. Bell System “stations” 
continue to gain, the November increase 
being the best since 1929, as was the 
case in September and October. Fol- 
lowing are some earnings reports of 
leading electric and gas companies for 
the twelve months ending Oct. 31st (in 
some cases subject to adjustment) com- 
pared with the similar period of 1934: 

Continental Gas & Electric Co. and 
subsidiaries reported $14.49 a share on 
the 7 per cent prior preference stock, 
against $11.09 in 1934. 

United Light & Power Co. and sub- 
sidiaries earned $2.43 on the $6 pre- 
ferred stock, compared with $1.47. 

American Light & Traction Co. and 
subsidiaries reported $1.03 a share on 
the common stock, against $1.33 last 
year. 

American Power & Light Co.’s con- 
solidated report showed $4.14 per share 
on the two preferred issues, against 
_ $1.88 in the same period last year. In 

the three months ended October 31st 
$1.08 was earned compared with 45 
cents in 1934. 

National Power & Light Co. and sub- 
sidiaries reported 80 cents a share on 
the common stock, compared with 93 
cents last year; the three months’ peri- 
od showed 15 cents against 16 cents 
last year. 

United Gas Corporation and sub- 
sidiaries (controlled by Electric Power 
& Light Corporation) reported $1.76 a 
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share on the second preferred stock, 
against $1.16 last year; three months’ 
income was $1.79 a share on the first 
preferred stock (slightly over the 
dividend requirement) compared with 
about half that amount last year. 

Electric Power & Light Co. showed 
net profits after all charges equivalent 
to 64 cents a share on the preferred 
stocks, against a loss last year. 

Puget Sound Power & Light Co. 
showed net income of $918,840 against 
$598,650 last year. 

American Gas & Electric Co. earned 
$1.80 per share common against $1.62 in 
the previous year. 

Consumers Power Co. (subsidiary of 
Commonwealth & Southern) showed a 
slight decline in the twelve months’ net 
income, but October net reflected a gain 
of about 24 per cent over last year. 
Ohio Edison, same system, gained about 
8 per cent in the twelve months and 
32 per cent in the month of October. 
Georgia Power Co. also made an excel- 
lent showing with a 30 per cent gain in 
October, but Alabama Power and Ten- 
nessee Electric Power showed declines 
for that month (twelve months’ figures 
showing gains, however). The com- 
bined system earnings for Common- 
wealth & Southern were $5.84 on the 
$6 preferred stock against $5.44 last 
year (the preferred is now on a $3 an- 
nual basis). 

Engineers Public Service Co. report- 
ed net income of $960,536 against 
$454,404 in the previous year. 

American Water Works Co. reported 
$1.14 a share on its common stock 
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against $1.05 for the previous year. 

Pacific Gas & Electric in the nine 
months ended September 30th earned 
$1.45 on the common stock against $1.15 
in the previous year. Total taxes in 
California under the new tax laws will 
amount to over $7,500,000 in the 1935- 
36 fiscal year, it is estimated. 

International Hydro-Electric in the 
twelve months ended September 30th 
earned 81 cents a share of Class A 
stock, compared with $1.51 last year. 

Associated Gas & Electric Co. for the 
twelve months ended September 30th 
reported a net loss of $711,544 after all 
charges (exclusive of interest on obliga- 
tions convertible into stock at the com- 
pany’s option, or interest on an income 
basis). However, a statement of “earn- 
ing power—annual charge basis,” in- 
cluding earnings of recently acquired 
subsidiaries for the full twelve months’ 
period, shows the net loss reduced to 
$141,149. 

¥ 


Progress of A. T. & T. 


Investigation 


HE Federal Communications Com- 

mission has now spent nearly one 
third of the $750,000 appropriation al- 
lowed by Congress for its investigation 
of American Telephone and Telegraph 
Company. Two hundred and fifteen 
persons are employed at an average an- 
nual salary rate of about $3,000. Hear- 
ings are expected to begin in January or 
February and the main work of the in- 
vestigation is expected to be cleared up 
by July Ist. Chairman Walker of the 
telephone division of the FCC has been 
quoted as stating that $10,000,000 could 
be spent wisely in the investigation, al- 
though it was not his intention to ask 
for more funds. 


¥ 
Foreign Developments 


mA amicable settlement of litigation 
between the Chilean government 
and the local subsidiary of American & 
Foreign Power Co. has been reached, 
according to a report in the New York 


The company will merge and 
expand its properties, and will be al- 
lowed to earn 6 per cent on its sterling 
investment, one third of any surplus net 
being used for rate reduction, one third 
going to investors, and one third to the 
government. 

The Ontario government, December 
6th, “proclaimed” its power act, cancel- 
ing power purchase contracts between 
the Ontario Hydro Electric Power 
Commission and four Quebec power 
companies (Beauharnois, Gatineau, Mc- 
Laren, and Ottawa Valley), following 
failure of conferees to reach an agree- 
ment. Further negotiations for pur- 
chase of the amount of power actually 
required will be carried on by the com- 
mission pending definite solution of the 
whole problem. 


Times. 


* 


New York City to Collect 
$500,000 in New Utility Taxes 


N*™ York city is expected to collect 
about $500,000 a year in addition- 
al revenues as the result of a decision 
by the court of appeals upholding its 
right to tax electric companies in con- 
nection with the installation and mainte- 
nance of underground transformer 
vaults. Although the decision pertained 
to the Brooklyn Edison Co. it would also 
apply to all electric companies in the 
city (most of them subsidiaries of Con- 
solidated Gas), according to Assistant 
Corporation Counsel Joseph L. Weiner. 
The estimate of $500,000 a year was 
based on a rental of 25 cents a cubic 
foot a year under Manhattan streets and 
one half that rate in the other four 
boroughs; these rates, however, have 
not yet been finally approved. 


5 
Second-grade Utility Bonds 


IX recent months there has been con- 
siderable interest in second-grade 
utility bonds, many of which have en- 
joyed sharp advances. While the ques- 
tion of their status if the Utility Act is 
held constitutional somewhat clouds the 
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future of some of these issues, the pros- 
pects for a continued rapid gain in elec- 
tric output and consequent improved 


1936. Hence the accompanying list of 
some leading issues still selling below 
par may be of interest (the ratings and 


other information are from the U.R.I. 
Tabulating Service): 


Yield to No. Times Charges 
Bond about Maturity Earned in 1934 


Pennsylvania Elec. Co. lst & Ref. 4s, 1971 . 97 4.15% 

Tenn. Elec. Power 1st & Ref. 6s, 1947 984 6.20 

Pennsylvania Central Lt. & Pow. Ist 44s, 1977 4.55 

Alabama Power Co. Ist & Ref. 5s, 1956 5.05 

Tenn. Public Service 1st & Ref. 5s, 1970 

Peoples Gas Light & Coke Ist & — a 1981 

Columbia Gas & Electric po 5s, 

Mass. Gas Cos. Deb. 54s, 1 

Minn. Power & Light 1st he Ref. 44s, 1978 .-. 

Georgia Power Co. Ist & Ref. 5s, 1967 

Carolina Power & Light Ist & Ref. 5s, 1956 .. 

Montana Power Co. Deb. 5s, 1962 

Federal Light & Traction Ist 5s, 1942 

Alabama Power Co. Ist & Ref. 44s, 1967 ... 

Nevada-Calif. Elec. Ist Trust 5s, 1956 

Mississippi Power & Light Ist 5s, 1957 

Utah Light & Traction Ist & Ref. 5s, 1944... 

Virginia Public Service Ist & Ref. 54s, 1946.. 

Ill. Power & Light Ist & Ref. 54s, 1954 

Central Ill. Elec. & Gas Ist & Ref. 5s, 1951 ... 

Empire District Elec. lst & Ref. 5s, 1952 

Arkansas Power & Light Ist & Ref. 5s, 1956 

Tidewater Power Co. Ist 5s, 1979 

So. Carolina Power Ist Ref. 5s, 1957 

Southwestern Light & Power Ist 5s, 1957 . 

No. Indiana Pub. Service Ist & Ref. Se 1970 

Northwestern Public Service Ist 5s, 1957 .. 

Central Ill. Public Service 1st 5s, 1968 

Indiana Hydro-Electric 1st 5s, 1958 

Utah Power & Light Ist 44s, 1944 

Central Ohio Light & Power Ist 5s, 1950 .... 

Portland Gen. Elec. Ist & Ref. 44s, 1960 

Pacific Power & Light 1st Pr. Lien 5s, 1955 .. 

Kentucky Utilities 1st 5s, 1961 

Cities Service Gas Ist 54s, 1942 

Power Securities = Coll. 6s, 1949 

N. E. Gas & Elec. D y Sag na 

United Light & Rys. Deb. 54s, 19. 

Puget Sound Pow. & Lt. Ist . Re. 44s, 1950 

N. E. Power Assoc. Deb. 5s, 

Continental Gas & Elec. Deb. Z 1958 

National Power & Light Deb. 6s, 2026 

West Penn Electric Deb. 5s, 2030 

Georgia Power & Light Ist 5s, gg 

Federal Light & Traction Deb. 6: 

Central Power & Light Ist 5s, 086. 

West Texas Utility 1st 5s, 1957 

Virginia Public Service Deb. 6s, 1946 

Central Power Co. Ist’5s, 1957 

Am. Power & Light Deb. 6s, 2016 

Southwestern Power & Light Deb. 6s, 2022 .. 

Penn-Ohio Edison Deb. 54s, 1959 

United Light & Power Deb. 6s, 1975 

bg Light & Rys. (Me.) Deb. 6s, 1973 ... 
Am. & Foreign Power Deb. 5s, 2030 

Elec. Power & Light Deb. 5s, 2030 

Cities Service Power & Lt. Deb. 54s, 1949 ... 

Southwestern Natural Gas Ist 6s, 1945 
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Utility Financing Ebbs after 
December 1st 


O™ two important utility bond is- 
sues were offered in the fortnight 
ended December 6th: $25,000,000 N. 
Y. & Queens Electric Light & Power 
Co. first and consolidating 34s of 1965 
at 102 (syndicate headed by Morgan, 
Stanley & Co., Inc.) ; and $11,710,900 
Metropolitan Edison Co. first “G” 4s of 
1965 at 1024 (syndicate headed by 
Halsey, Stuart & Co., Inc.).. 

Smaller financial operations included 
the $4,500,000 Union Gas Co. of Cana- 
da, Ltd. serial first mortgage 34-4-44 
per cent bonds, offered in Canada by 
Dominion Securities Co. and others; 
and 110,785 shares of Philadelphia Elec- 
tric common stock (purchased from 
certain stockholders) to be offered 


at $37.50 by a syndicate headed by 
Graham, Parsons & Co. A London sub- 
sidiary of Utilities Power & Light Cor- 
poration has sold through Lazard & 


Co., Ltd., £2,000,000 debenture 34s due 
1980 at 984. 

The $45,000,000 Southwestern Bell 
Telephone first and refunding “B” 34s 
of 1964 will probably be offered De- 
cember 12th by a syndicate headed by 
Morgan, Stanley & Co., Inc. The $16,- 
000,000 Southwestern Gas & Electric 
Co.’s Ist mortgage 4s and $4,500,000 
serial debentures were to be offered De- 
cember 10th instead of November 20th, 
according to an amendment filed with 
the SEC, but further delay is now re- 
ported. 

Public Service Electric & Gas Co., a 
subsidiary of Public Service Corp. of 
New Jersey, on November 25th regis- 
tered $65,000,000 first and refunding 
34s of 1965. However, $50,000,000 of 
the issue was sold privately last July at 
100 and will not be resold. The remain- 
ing $15,000,000 bonds are held in the 
company’s treasury, and the underwrit- 
ers’ and offering price had not been de- 
termined at the time of registration. 

According to Dow Jones, plans for 
further refunding issues of the Bell 
System (which thus far has included 
two important issues) will probably not 


be announced until some time after the 
first of the year. American Telephone 
and Telegraph Co. is expected to defer 
its own refunding operations until those 
of the operating companies have been 
completed. It is thought that the next 
major financing will be by Pacific Tele- 
phone & Telegraph Co. Nearly $200,- 
000,000 bonds of Bell Telephone Co. of 
Canada, Bell Telephone Co. of Pennsyl- 
vania, and New England Telephone & 
Telegraph Co. are noncallable. 

Duke Power Co. on December 6th ob- 
tained approval of the North Carolina 
Utilities Commission for a general re- 
funding program, the complete details 
of which have not yet been determined. 

Insurance companies furnish one of 
the largest markets for high-grade util- 
ity offerings. In an address before the 
29th annual convention of the Associa- 
tion of Life Insurance Presidents, Presi- 
dent Philip A. Benson of the Dime Sav- 
ings Bank of Brooklyn called attention 
to the fact that while financing of plant 
extension by railroads will probably be 
limited largely to equipment financing, 
important new issues of utility bonds 
can be counted on as these companies 
expand their service. 


> 


SEC to Clarify Rules on 
Utility Financing? 


4 ~~ recent drying up of utility fi- 
nancing plans for electric and gas 
companies, owing to uncertainties re- 
garding application of the Utility Act, 
will, it is thought, result in action by the 
SEC to clarify its attitude regarding 
new offerings by companies which have 
not registered. According to. Dow 
Jones, a statement by the SEC might 
expedite registry of a West Penn Power 
issue, $15,000,000 Public Service Elec- 
tric & Gas bonds (referred to above), 
various Consolidated Gas system re- 
funding issues, and others which are in 
line for early registration. 

Some attorneys feel that operating 
subsidiaries of nonregistered holding 
companies can proceed freely with fi- 
nancing plans, while others are less cer- 
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tain, and the possible “cloud” on the 
status of new issues might be a handicap 
in their sale, unless the SEC takes ac- 
tion. 


Reorganization Notes 


—— West Utilities Company 
emerged from its three and a half 
years’ receivership November 27th, and 
control will now rest largely with the 
banking interests from which the com- 
pany borrowed some $27,000,000 (the 
court will retain some measure of con- 
trol until July 1, 1937). The banks will 
own a majority of the stock of the new 
Middle West Corporation and elect four 
of the nine directors. Two other di- 
rectors will represent holders of the 
$40,000,000 5 per cent gold notes, who 
will own most of the balance of the 
stock. Old stockholders will retain only 
about a 9 per cent interest in the new 
company. 

A “personnel committee” composed 
of Daniel C. Green (former trustee), 
Walter A. Shaw (utilities expert), 
George I. Haight (attorney), Hugh H. 
McGee of the Bankers Trust Co., and 
Adolphe Boissevain (representing pre- 
ferred stockholders), will control offi- 
cers’ salaries and supervise any sale of 
assets or other important corporate 
changes. 

The company under its new set-up 
controls five active holding companies 
and thirty-nine operating companies, 
serving 2,100 communities (mainly 
small) in fifteen states and Canada. 
Most of the operations are centered in 
Illinois, Wisconsin, Kentucky, Okla- 
homa, and Texas. 

Summarizing reorganization terms, 
banks or others holding secured loans 
receive 1,710,000 shares, and note hold- 
ers obtain 1,290,000 shares for their 
$40,000,000 investment. Halsey, Stuart 
& Co. take over the collateral held for 
loans, including large blocks in Central 
and Southwest Utilities. Preferred 
stockholders receive 151,928 shares (1 
for 4) and common stockholders about 
159,000 shares (1 for 100); and both 
receive warrants to purchase equal addi- 


tional amounts of stock at $8 a share the 
first year, $9 the second year, and $10 
the third year. New officials are virtual- 
ly identical with those during receiver- 
ship. The company has applied for reg- 
istration with the SEC. 


WO protective committees for bond- 

holders of Postal Telegraph & 
Cable Corporation have asked for ap- 
pointment of trustees, owing to the dif- 
ficulty of adjusting relationships with 
International Telephone & Telegraph. 
I. T. & T. has for many years advanced 
funds to pay Postal’s bond interest, be- 
ing reimbursed in part by the proceeds 
of sale of assets not required in the reg- 
ular business, and has also been super- 
vising the management through its own 
officials. 

The plan of reorganization of Con- 
solidated Gas Utilities Company has 
now been consummated, a new company 
of similar name having acquired the 
property. 

The Philadelphia District Court of 
Appeals has dissolved the restraining or- 
der against payment of the October Ist 
interest on Standard Gas & Electric 6 
per cent notes. According to Dow 
Jones (November 29th) : 

The preferred shares, which have become 
volatile speculative vehicles, responded with 

a pronounced bulge. The Standard Gas 

situation is a little too complicated to attract 

much interest from sources which in the 
past have been willing to make market com- 
mitments in that group. Some think that 
inasmuch as the major income comes from 
dividends on Philadelphia Co. common, the 
latter stock should have interesting pos- 
sibilities. Any effort to improve income of 
the parent company would be evident in an 
increased disbursement through that stock. 


* 


Corporation News 


HE Wall Street Journal on Novem- 

ber 30th published details of secur- 
ity holdings in banks and utility com- 
panies of utility officials who had ap- 
plied to the Federal Power Commission 
for authority to act as officer or director 
of more than one utility company, or of 
a utility company and a bank. From 
the information furnished by 800 appli- 
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cants, the holdings of some thirty in- 
dividuals were published. 

Electric Bond & Share Co. has re- 
duced its holdings in all utility compa- 
nies, except the six former “client” hold- 
ing companies, to small fractions, it was 
recently announced. Its holdings of 
other large holding companies (Com- 
monwealth & Southern, United Corpo- 
ration, Columbia Gas, North American, 
etc.) are now much less than the 5 per 
cent which, under the Utility Act, would 
make it an “affiliate” of each of these 
companies. It is said that more than 
$1,000,000 of such investments was sold 
during the first nine months of 1935 
and that further sales will be disclosed 
in the year-end report. Electric Bond & 
Share, while it has ended interlocking 
relationships with its “client” compa- 
nies, retains the following approximate 
stock interests: 46 per cent in Ameri- 
can & Foreign Power, 19 per cent in 
American Gas & Electric, 31 per cent in 
American Power & Light, 58 per cent 
in Electric Power & Light, 47 per cent 
in National Power & Light, and 10 per 
cent in United Gas (controlled by Elec- 
tric Power & Light). 

International Hydro-Electric, sub- 
sidiary of International Paper, has re- 
linquished voting control of the New 
England Power Association in order to 
obtain exemption from the Utility Act. 
New England Power Association is one 
of the few important systems which has 
registered with the commission. The 
New England system, which last year 
had gross revenues of over $49,000,000, 
has a 20-year contract with Edison Elec- 
tric of Boston for delivery of 150,000,- 
000 kilowatt hours annually, the con- 
tract price of which is now being re- 
duced by $450,000 a year under arbitra- 
tion. 
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Composite 
Ratings 


Price Averages 
Utilities Industrials 


ley Superpower has trans- 
ferred to the Bankers Trust Co. 
1,500,000 shares of Commonwealth & 
Southern, for sale over a period of 
years, the proceeds to be applied to the 
purchase for retirement of Superpow- 
er’s first preferred stock. Voting rights 
have been relinquished pending sale, and 
remaining holdings constitute less than 
10 per cent of Commonwealth, thus 
making Superpower exempt under the 
Utility Act. The 50 per cent interest in 
Italian Superpower is also being turned 
over to the Bankers Trust for eventual 
sale. 

Blue Ridge has declared a dividend of 
one tenth of a share of common stock 
of Central States Electric Corporation 
for each share of its own stock, in or- 
der to reduce its holdings to less than 9 
per cent as compared with 16 per cent 
formerly. 

Niagara Hudson Power has merged 
with itself Power Corporation of New 
York and Oswego River Power Corpo- 
ration; another subsidiary, Power & 
Electric Securities Corporation, will be 
dissolved. 

The RFC has disposed of its remain- 
ing security holdings in the Utilities 
Power & Light Corporation to the Man- 
ufacturers Trust Co., ending a compli- 
cated series of transactions which began 
last July when it disposed of stocks con- 
trolling the Utilities Power & Light to 
Atlas Corporation, receiving debentures 
in return. 

¥ 


Utility Bonds v. Rails 
and Industrials 
iw and yields for utility bonds 
compare with industrial and rail is- 
sues as follows, according to averages 
recently compiled by the U.R.I. Service: 


Yield Averages 
Utilities Industrials 


3.55% 
4.04 


Rails 
3.22% 
3.94 
4.75 
5.83 
6.80 








What Others Think 





Thunder on the Left: Chain Lightning 
on the Right 


MONG the Christmas or, at least, 
near Christmas gifts recently ex- 
changed without being entirely in the 
spirit of “Peace on Earth to Men of 
Good Will” was a little matter of $150 
apparently sent from Akron, Ohio, to 
New York city and back to Akron, 
Ohio. It seems that Wendell L. Will- 
kie, president of the Commonwealth & 
Southern Corporation, at a _ recent 


luncheon in New York, expressed some 
regret that, as a good Democrat, he had 
contributed $150 to the campaign fund 
of Franklin D. Roosevelt—an amount, 
incidentally, not mentioned in recent 


Democratic publicity on political con- 
tributions. Mr. Willkie’s statement 
shocked the sensibilities of some sensi- 
tive New Dealers in Akron, Ohio, who 
by subscription among themselves raised 
the amount necessary to pay off the 
unwilling donor. Undaunted one whit, 
Mr. Willkie gladly accepted the offer, 
but warned the Akron faithful that oth- 
er “discontented Democrats” who felt 
the same way he did about being be- 
trayed into socialism might put in simi- 
lar claims that would run into pretty big 
money. Mr. Willkie then signified his 
intention of turning the money over to 
the Akron Red Cross where he felt that 
it would be put to better use than in 
Postmaster General Farley’s war chest. 

This interesting correspondence en- 
gaged the attention of the analytical 
mind of David Lawrence, noted political 
commentator. Mr. Lawrence decided at 
the outset that Mr. Willkie’s case was 
sui generis compared with other “dis- 
contented Democrats,” because Mr. 
Willkie, being in the private power busi- 
ness, could probably be humanly ex- 
cused (in view of the administration’s 
record) even by zealous New Dealers 


for harboring ungracious feelings to- 
ward the government in power. But 
what grievance had these “other Demo- 
crats” mentioned by Mr. Willkie. That 
subject intrigued Mr. Lawrence. He 
wanted to know whether the acceptance 
of campaign contributions in any way 
binds the candidate to heed the wishes. 
of the contributors. Turning from the 
specific to the philosophical, Mr. Law- 
rence wanted to know just what mo- 
tives usually inspire campaign contri- 
butions. Is it patriotism, party pride, 
or a “yen” for a prominent seat on the 
triumphal bandwagon ? 


UADRENNIAL campaign contributors. 

in four figures or more could prob- 
ably be classified along lines similar to 
those laid down by William Shakespeare 
(not the one in the Notre Dame back- 
field) for greatness. Some are just 
born campaign contributors, others ac- 
quire the habit, and still others have it 
thrust upon them by high pressure can- 
vassing committees who can make the 
“prospect” see the desirability of joining 
the worthy cause in various ways. 
Summing up the situation, it would ap- 
pear that: (1) many of the so-called 
“big shot” contributors are motivated 
by personal fondness or friendship for 
the candidate, or a hope of material re- 
ward in the form of a political plum; 
(2) many more, particularly from the 
ranks of big business, contribute upon 
a vague assumption that it will bring 
some sort of immunity to their respec- 
tive businesses from political reprisals 
if the candidate succeeds at the polls. 
This may explain why some generous 
contributors aid both major parties. 
The angle that puzzles Mr. Lawrence is 
that these gentlemen are only deluding 
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themselves as many have found out to 
their sorrow under the New Deal ad- 
ministration. “Certain it is,” writes 
Mr. Lawrence, “that Mr. Roosevelt 
never had any understanding with his 
campaign contributors, no matter how 
exuberant may have been the promises 
of his lieutenants.” He writes further: 


The whole theory of campaign contribu- 
tions is wrong, and the lesson in the Willkie 
incident is that the Roosevelt administration 
ought not accept in 1936 a single dollar 
from any business or industry for the sim- 
ple reason that it cannot possibly guarantee 
immunity from attack in its program of 
government supervision of industry or from 
governmental attack on bigness. 

In other words, the New Dealers ought 
to be free from any misunderstanding as 
to the meaning of campaign contribution, 
and they ought to be the first to refuse 
money from the high-salaried executives of 
present-day business or their friends or 
relatives. Indeed, the so-called rich of the 
country will only be putting the New Deal 
in an awkward position by offering money 
to help reélect Mr. Roosevelt. 


CCORDINGLY, the forthright thing for 
Mr. Farley to do would be to warn 
business men that their contributions are 
not wanted. Indeed, continues Mr. 
Lawrence, it can scarcely be said that 
they are needed in view of “the $4,000,- 
000,000 fund the New Dealers have had 
for relief purposes.” The converse of 
the proposition is that the Republican 
party will probably go after the big 
checks without stint. It is going to be 
blamed or at least generally accepted as 
the party of big business, anyhow, says 
Mr. Lawrence, so it will probably cash 
in on its reputation for all it is worth 
in legal tender. 

But will Mr. Farley restrict his can- 
vassing to the by-ways, the laborers, 
and farmers? Will he seek only the 
widow’s mite and content himself with 
the spiritual blessings that accompany 
the offsprings of the poor? It’s too 
early to say, but such a course might be 
Hobson’s choice for the Democrats, in 
view of the increasing coldness on the 
Right towards the New Deal. A series 
of incidents indicate that big business 
is definitely off the New Deal reserva- 
tion and has even severed diplomatic 


relations, so to speak, with Washing- 
ton. There was the much discussed 
(and criticized) chamber of commerce 
poll in which the membership (except- 
ing 73 dissenting or nonvoting units) 
voted overwhelmingly against New Deal 
policies. There is some doubt as to 
whether the questionnaire form used 
in the chamber’s poll was framed in 
a manner entirely fair to the gov- 
ernment, but there is no doubt that 
business, by and large, is heavily anti- 
New Deal in view of subsequent ac- 
tion taken by the rival national business 
group—Congress of American Industry. 
Such action was in the form of a com- 
mittee report presented to the Congress 
by C. L. Bardo, president of the Na- 
tional Manufacturers’ Association. 


,. raking the New Deal over the 
coals on numerous counts, particu- 
larly the erroneous “philosophy that 
prosperity can be produced through cur- 
tailing production, whether in agricul- 
ture or in industry,” the report repeat- 
ed a previous assertion made in 1934 
that the government was in error in 
competing with private industry on the 
so-called yardstick basis. The report 
continued : 


The government's true function is to pro- 
tect and promote the economic activities of 
its citizens, not to supplant them. . . . 
Government should withdraw as soon as 
possible from competition with private busi- 
ness, save in exceptional cases where a 
strictly Federal purpose is to be achieved, 
and where the corporate form provides 
public advantages the practice of incorpo- 
— Federal agencies should be aban- 

oned. 


Finally, there was the hostile attitude 
of business shown at the recent attempts 
of Major George L. Berry to have ar- 
ranged a discussion between business 
and labor (and anybody else that cared 
to attend) on the possibility of putting a 


little life in the old Blue Eagle. Busi- 
ness, for the most part, did not care to 
attend. However, a corporal’s guard 
did show up for business at the meeting 
and the exchange of pleasantries with 
Major Berry by a few of its members 
would indicate that business is not in 
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the mood for love as far as the prevail- 
ing administration is concerned. 


ETURNING from business in general 
to the utility corporations that re- 
cently declared almost en masse that 
they would not comply with a Federal 
statute they deem to be unconstitutional, 
the same Wendell L. Willkie probably 
advanced the most forthright argument 
for the utility position in explaining why 
his own company failed to register. He 
stated in part: 

It has been indicated that by refusing 
to register the corporation may incur the 
ill will of the Federal administration and 
its various agencies and legislative commit- 
tees. The almost unbelievably unfair at- 
tack on this industry by the governmental 
agencies and officials who are also sponsor- 
ing the heavily subsidized Tennessee Valley 
Authority program, and who are spurring 
municipalities by outright gifts of 45 per 
cent of the cost of distribution systems to 
duplicate and compete with our systems, 
leaves us little hope that we could obtain 
the good will of these governmental agen- 
cies, no matter what course we took with 
reference to registration. 


The conservative New York Sun 
commented editorially on this statement 
to the effect that the privately owned 
utility industry is fighting for its life 
against a government intent on reducing 
it step by step to the status of helpless 
provincial units to be gobbled up finally 
by public ownership. Under such cir- 
cumstances it felt that continuation of 
the turn-the-other-cheek attitude would 
not only be suicidal but quite stupid. It 
concluded : 

The private utility business is wise in 
deciding that since it must fight it will fight 
all the way. It has strong reason for be- 
lieving the holding company act unconstitu- 
tional. The bleating of the lamb tradition- 
ally annoys the tiger; if the private utility 
business has decided not to play the rdle of 
lamb, what fair-minded American can blame 
it! : 

HILE the utilities in burning their 

bridges (to mix our metaphors a 

bit) have apparently concluded that they 
may as well be hung for a sheep as for 
a lamb, it is very significant to note that 
all the brickbats hurled at the New Deal 
are not coming from the Right. There 
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is considerable “Thunder on the Left,” 
to use the book title employed in a re- 
cent liberal newspaper editorial. Many 
conservatives will scoff at this on 
grounds that there isn’t any Left left 
left of Mr. Roosevelt except perhaps a 
lunatic fringe in the general neighbor- 
hood of Union Square. However, that 
rare character, “The Unbiased Ob- 
server,” would probably break right 
down and admit that recent attacks on 
the New Deal from the Left flank do 
not bear the imprimatur of Moscow. 

For example, there is John T. Flynn, 
the Scourge of Wall Street, writing ac- 
cusations to the effect that President 
Roosevelt has yielded to big business on 
just about everythnig except utility leg- 
islation (Power Trust papers please 
copy), while at the same time hypnotiz- 
ing the liberals with engaging conversa- 
tions about the more abundant life, etc. 
Because of this backsliding, the whole 
New Deal program, accomplished in the 
name of liberalism, has actually been 
sabotaged by the Bourbons. When it 
falls as the result of such reactionary 
undermining, it will tumble about the 
ears of the liberals, damn them in the 
eyes of the undiscriminating public, and 
perhaps set the cause of liberalism back 
for an indefinite period. 


es the ship headed for de- 
struction, Mr. Flynn advises his 


liberal colleagues to get off while the 
getting is good and seek refuge in an- 
other party, however feeble at first, 
where they can take stand without 


“apologizing for their leader.” Mr. 


Flynn concluded in part: 


There is no reason why modern liberalism 
should take the risk of associating itself with 
the inevitable and perhaps tragic disaster 
that awaits Mr. Roosevelt—not indeed in 
1936, but after, when the accumulated fol- 
lies of his administration settle upon his 
head. 

Business itself is so naive as to suppose 
that some natural forces are pushing busi- 
ness up in some kind of natural recovery. 
That the apparent recovery is the work of 
the government’s spending and borrowing 
program they ignore. How long will this 
lift continue? Does anyone suppose that it 
will last through Mr. Roosevelt’s second 
term if he is reélected? And what will be 
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LIFE WILL BE EASIER IN MAINE 


the effect if the inevitable collapse overtakes 
him and liberalism is called upon to take the 
responsibility for his blunders? 

The liberals in Washington should send a 
polite note to their right-wing colleagues 
tendering to them without reservation all 
their rights, titles, and interests in Franklin 

Roosevelt. Perhaps the time is not too 
late to begin putting the blame for the 
certain failure where it belongs. 


And let no one jump to the conclusion 


that Mr. Flynn is only an isolated 
heretic in the legion of liberalism. 
Comes now The New Republic and even 
adds an editorial touch of its own: 


When Mr. Flynn says that the President, 
repudiated by big business, now has to turn 
to the liberals for support, he might have 
added that he must turn, and is turning, al- 
so to the Solid South, which is as far as 
possible from being liberal; and to the Mid- 
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dle Western farmers, whose progressivism 
consists mainly of wanting more money for 
themselves, obtained in the form of govern- 
ment checks or through tariff manipulation. 


, let us consider the petition re- 
cently filed at the White House by 
the National Religion and Labor Foun- 
dation, urging President Roosevelt to 
pursue a more leftward course. This 
organization reveals that it has just 
completed a survey of the social theory 
and action of religious leaders in the 
nation in which 4,700 clergymen, repre- 
senting 22 major faiths and denomina- 
tions, responded. Upon this basis, the 
details of which were to be published 
later, the Foundation undertook to reply 
to President Roosevelt’s request for ad- 
vice recently addressed to the clergy of 
the nation. Slightly more conciliatory 
than Mr. Flynn, the Foundation asserted 
that thousands of American ministers 
respect the New Deal’s purposes and are 
willing to grant that the President has 
“done far more than any previous ad- 
ministrator but they are convinced that 
you have not gone far enough.” In 
short, the ministers were reported to 
have deplored that “billions of dollars 
necessarily appropriated for relief have 
been spent without making any basic 
change in our social order.” Referring 
to persistent unemployment, the report 
held “that there can be no permanent 
recovery as long as the nation depends 
on palliative legislation inside the cap- 
italistic system.” In passing, the Foun- 
dation took a shot at the Social Security 
Act as a failure, however “noble in pur- 
pose.” 


| ee Mr. Flynn, the clergymen found 
comfort in the New Deal’s stern 


stand on utility matters. The report 


stated: 


We commend you for your loyal support 
of the Tennessee Valley Authority. True, 
you made an effort toward more drastic 
regulation of the utilities, but the com- 
promise you accepted is utterly inadequate. 
People are being denied the bare necessities 
of life, while an economy of scarcity to pro- 
tect the profit system is being encouraged. 


Among other things demanded of the 
President were the distribution of 


PUBLIC UTILITIES FORTNIGHTLY 





48 


wealth, greater protection for civil lib- 
erties of political and labor agitators 
within states, reduction in armament, 
particularly in the President’s favorite 
branch of defense—the United States 
Navy, a stronger neutrality law with a 
full set of embargoes on trade with bel- 
ligerents, and finally public ownership 
of “basic industries.” Unlike Mr. 
Flynn, the liberal clerics are content at 
this stage merely to threaten withdraw- 
al of their support if the President fails 
to walk henceforth in the path of 
Righteousness (or should we _ say 
Lefteousness?). The report concluded: 


To the extent that you take steps to make 
these fundamental changes we can and will 
support you. In so far as you are prepared 
to do these things, Mr. President, we feel 
that you will be serving the best interests 
of the American people. 


There may be some doubt whether 
this petition, signed by forty-four mem- 
bers of the Foundation (over half of 
whom seem to come from the vicinity of 
New York city and New Haven, 
Conn.), accurately reflects a true cross- 
section of clerical sentiment in the 
United States. Indeed, it is difficult to 
believe that there is such overwhelm- 
ing sentiment in the pulpit to junk the 
capitalistic system as this petition seems 
to imply. 


INALLY, The Washington (D. C.) 

Daily News recently undertook edi- 
torially to warn big business that Mr. 
Roosevelt is the moderate alternative to 
Townsendism, Coughlinism, Socialism 
(Minnesota, Milwaukee, or La Follette 
brands), or the comparatively radical 
proposals of the American Federation 
of Labor. It concluded: 


These manifestations of mass thought in 
America go far beyond the rantings of what 
H. G. Wells called our “raucous voices.” 
They are outcries from classes that have 
suffered too long in a plentiful land. Some 
of these groups are ably led. Let the com- 
placent leaders of Big Business overturn the 
liberal reform Administration of the New 
Deal and they will have these movements to 
deal with. 

Americans are not radical, but they can 
be made so. If these present rumblings from 
the left grow into thunder it will be because 
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our business Bourbons “have ears but hear 
not.” 


This approach has grown a little stale. 
Whether it is sound or not, it doesn’t 
seem to work any more. Time was in 
early days of the New Deal when busi- 
ness men would be frightened out of 
their wits at the mere mention of the 
share-the-wealth movement. But the 
Roosevelt-or-Chaos motif is an old tune, 
now. Even Secretary Ickes, recently 
casting himself in the rdle of Madame 
Pompadour and crying out: “Apres 
moi, le deluge!” could not get a rise 
out of the hardened conservatives. 
Truth of the matter is probably that Big 
Business just won’t scare any more. 
Maybe it’s another case of the boy who 
cried, “Wolf!” It will be recalled that 
it was the boy not the woodmen who 
finally appeared on the wolf’s menu. 

But let no one think just because the 
Rights have run out and the Lefts are 
thinking about canceling their reserva- 
tions, that the New Deal in 1936 will 
be like the poor little rich boy, friendless 
except for Postmaster General Farley’s 


national political organization and noth- 
ing left but a few billion dollars to 
spend. There may be schism to the 
right of him and schism to the left of 
him, but Mr. Roosevelt is still likely to 
have plenty of company on November 


3, 1936. 
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The State Commissions’ Annual 
Regulatory Review 


pera utterances by those en- 
gaged in working out the utility 
problem are contained in the proceed- 
ings of the National Association of Rail- 
road and Utilities Commissioners at its 
convention in Nashville, Tennessee, on 


October 15-18, 1935. Under the im- 
petus of the present administration, the 
past year has witnessed the enactment 
into Federal law of far-reaching meas- 
ures to regulate the public utility hold- 
ing companies and those electric compa- 
nies which operate across state lines. 
Representing billions of dollars of in- 
vestment, these large and major indus- 
tries have been brought under Federal 
control through the Securities and Ex- 
change Commission and the Federal 
Power Commission. 

In the field of transportation, also, 


the year has witnessed the enactment 
of another far-reaching law, one de- 
signed to regulate the interstate opera- 
tions of busses and trucks using the 
public highways. This large and grow- 
ing industry, with its approximately 
300,000 property-carrying trucks and 
approximately 20,000 passenger-carry- 
ing busses, and representing investments 
running into the millions of dollars, is 
brought under Federal control through 
the Interstate Commerce Commission. 

The National Association of Railroad 
and Utilities Commissioners played a 
large part in the events which led to 
the enactment of these statutes, and the 
state public utilities commissions com- 
posing the association will have an im- 
portant role to play in their administra- 
tion. Under the “joint board” provi- 
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sions of the Federal Public Utility Act 
and similar provisions of the Federal 
Motor Carrier Act, members of the 
state commissions will hold hearings and 
make recommendations to the Federal 
commissions with respect to the rates 
and service and other aspects of the 
interstate operations of electric com- 
panies and of motor carrier companies. 


4 ey laws, and the problems they 
give rise to in their practical op- 
eration, together with the means of ad- 
ministering the laws, were fully dis- 
cussed at the 47th annual convention 
of the National Association held in 
October in Nashville. The proceedings 
contain these discussions, together with 
addresses made by distinguished leaders 
in the regulatory field who are best 
qualified to speak upon such matters. 
The National Association includes not 
only the state regulating commissioners, 
but the members of the Interstate Com- 
merce Commission, the Federal Power 
Commission, and the Federal Com- 
munications Commission. The Federal 
regulation of telephone companies un- 
der the Federal Communications Act, 
passed by Congress in 1934, was also 
considered at the convention of the as- 
sociation, and the addresses of prom- 
inent persons upon this field of regula- 
tion are likewise included in the con- 
vention proceedings. 

What the state commissions have 


done, and are attempting to do, and 
how, is covered by another part of the 
proceedings devoted to “state commis- 
sion regulation and its results.” This 
subject is of especial interest at this 
time, by reason of assertions commonly 
heard that public regulation has broken 
down. 

The association’s committee on sta- 
tistics and accounts of public utility com- 
panies presented a proposed revised uni- 
form system of accounts for electric 
utilities (Classes A and B), which was 
referred by the convention to the ex- 
ecutive committee of the association, 
with directions to consider all sugges- 
tions for the perfection of such uniform 
system of accounts as have been made, 
or shall be made, by the Federal Power 
Commission, the Securities and Ex- 
change Commission, or any state com- 
mission, or any association representa- 
tive of electric utilities, or from any 
other source from which said committee 
may think it desirable to receive sug- 
gestions. 


CoNVENTION ProcEEpINGs of the National As- 
sociation of Railroad and Utilities Com- 
missioners at its convention in Nashville, 
Tenn. October 15-18, 1935. Published by 
The State Law Reporting Co., 30 Vesey 
Seon New York, N. Y. 500 pages. Price 


Proposep RevisEp SystEM OF ACCOUNTS. 
Published by The State Law ~ & Co., 
30 Vesey Street, New York, N. Y. 317 
pages. Price $2.00. 





New Books on Motor Carrier Regulation 


HEN an industry is of such a na- 
ture as to become the subject of 


W 


governmental regulation, there has in- 
variably developed, in the United States 
at least, a corresponding industrial liter- 


ature of a regulatory character. The 
shelves of law libraries and the pages of 
professional journals are yielding in- 
creasing space to the development of 
utility regulation for the railroad, gas, 
electric, and telephone industries. Prior 
to 1935, however, the motor carrier in- 
dustry seemed to be the particular ex- 
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ception to this rule. True, the truck- 
ing industry was only an infant but not 
much younger than the electric indus- 
try. It was subject to varying degrees 
of regulation in nearly forty states and 
yet it was surprising to note that only a 
few worthy volumes representing na- 
tive research and erudition had ap- 
peared on the subject of motor truck 
regulation. This is not by way of cast- 
ing any aspersion on the number of 
trade magazines devoted to e- 
ment and engineering problems which is 
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The Daily Oklahoman 


HOW ABOUT CHANGING PLACES NOW 


quite another matter. From _ those 
angles the industry was adequately 
served. It may have been that the 
trucking industry, heretofore operating 
chiefly in small and independent pro- 
vincial units, did not nourish the de- 
mand for legalistic and economic re- 
search. 

With the passage of the Federal act, 
however, the trucking industry sudden- 


ly appears to have developed a com- 
mendable sense of national responsibil- 
ity. The growth of the American 
Trucking Association at Washington 
and allied groups throughout the states 
clearly indicates that motor trucking, 
as Federal Codrdinator Eastman has 
pointed out, had definitely come of age. 
The industry has become conscious that 
it stands on a threshold of a new era of 
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service to the public not heretofore 
dreamed of. It senses that it is at last 
finding its proper regulated place in our 
national political economy. 


. is not surprising, therefore, to ob- 
serve this consciousness taking the 
form of the demand for a regulatory 
literature of dignity commensurate with 
its new status. Certainly a good start 
has been made in the launching of the 
new Motor Truck Red Book for 1936, 
edited by F. Leslie Jacobus and a com- 
petent staff. This is a comprehensive 
reference book on trucking which the 
publishers plan to bring up-to-date with 
revised issues each year. Such a deci- 
sion is almost inevitable because of the 
wealth of detailed information covered, 
which necessarily changes greatly from 
year to year and oftener. 

Starting off with a brief historical 
background of motor truck transporta- 
tion and its advantages and growth, the 
work covers statistical and text infor- 
mation on highways, truck models, 
financing and operation, labor, and oth- 
er managerial problems. Mere enumer- 
ation of the subjects conveys no just im- 
pression of how complete this informa- 
tion really is. For example, the laws 
of every state as to hours of labor and 
other driver requisites, the various state 
laws as to dimensions and weight regu- 
lations are tabled as to requirements. 
Most valuable to the operator is the de- 
tailed information on traffic manage- 
ment; traffic codrdination with other 
carriers, and a simple but adequate dis- 
cussion of the highly complicated mys- 
teries of freight tariffs. Hints on gen- 
. eral and special classes of service, such 
as the carrying of live stock and coal, 
are included, and finally, what will prob- 
ably be the most well-thumbed section 
of the book, a balanced presentation 
(covering over 250 pages) of the regu- 
lation of motor trucking. This section 
touches on the various state laws, the 
distinction between common and pri- 
vate carriers, the full text of the Fed- 
eral Motor Carrier Act of 1935, a few 
sample texts of state regulatory laws 


(California, Georgia, Maryland, Minne- 
sota, Ohio, Texas, Washington, Con- 
necticut), the Kansas Port of Entry 
Law, and closes with text of all the 
more important United States Supreme 
Court decisions concerning motor car- 
rier regulation. In addition to a gen- 
eral index, there are a complete glossary 
of technical terms and abbreviations, 
and an appendix of forms for necessary 
operating documents, such as driver’s 
employment applications, chattel mort- 
gages, traffic survey, etc. In the appen- 
dix there are twenty pages of helpful 
tables and charts covering such useful 
information as the gasoline tax levied 
in each state, the weight per cubic foot 
for over 400 different counties, registra- 
tion fees and special taxes in each state, 
etc. 


a. a “review” of such a book 
is difficult, if not impossible, because 
the work covers so many different pro- 
fessional subjects that a board of spe- 
cialized reviewers would be necessary 
to form any competent opinion of the 
total work. A single reviewer can only 
judge the book on those portions which 
cover a field in which he is familiar. 
That being the case, suffice it for this 
writer to say that if the book as a whole 
is as well done as the chapters on regu- 
latory law, it is indeed an operating en- 
cyclopedia for the commercial trucking 
business. 

A companion book issued by the same 
publishers is Federal Motor Carrier 
Regulation by McCollester and Clark. 
This is an analysis and annotated in- 
terpretation in more detail of the Fed- 
eral Motor Carrier Act of 1935. It will 
probably not enjoy the popularity of the 
Red Book but it deserves ownership 
and careful attention. 

—E. S. B. 


Tue Moror Truck Rep Boox. Compiled and 
edited by F. Leslie Jacobus, Editor, et al. 
Traffic Publishing Co., Inc. New York, 
N. Y. 1936 edition.. Price $7.50. - 


FepERAL Moror CARRIER REGULATION. By 
Parker McCollester and Frank J. Clark. 
Traffic Publishing Co., Inc. New York, 
N. Y. Price $4.00. 











The March of Events 





Guffey Act 


HE administration last month started to 

crack down on coal producers in an effort 
to enforce the Guffey Coal Control Act. The 
hold-out coal operators showed no inclination 
to back down on their stand that the act is 
unconstitutional. : 

The administration is carrying out its threat 
to withhold government contracts from com- 
panies which are not using coal produced un- 
der Guffey act provisions. The pressure on 
industry to buy only coal produced under the 
Guffey act and the pressure on the recalcitrant 
coal companies to conform to the act was ex- 
pected to increase as more new government 
contracts are awarded. It had reached such 
a point that electric power companies were 
beginning to ask for certificates from the com- 
panies selling them coal that they are working 
under the coal contract provisions. 


Limits Profit 


Aw. agreement” between the 
Chilean Electric Company—an affiliate of 
the American & Foreign Power Company of 
New York—and the Chilean Minister of Fi- 
nance, Gustavo Ross, was recently disclosed. 
It involved an enlarged control by the Chilean 
Government over the production and distribu- 
tion of electricity throughout the country, al- 
though the South American Power Company 
—of which the Chilean organization is a 
branch—has a long-term contract allowing 
it to operate without state influence or supervi- 
sion. The tentative plan was revealed in an 
exchange of letters between Ross and Presi- 
dent Arturo Alessandri, of Chile. Final opin- 
ion was withheld until a court decision in a 
suit against the Chilean Electric Company, for 
violations of the exchange control law, would 
be rendered. 

The proposed plan involves mergers of 
many small companies under the Chilean Elec- 
tric Company. If the earnings exceed 6 per 
cent, one third of the profit will go to the 
shareholders and the other two thirds to the 
government, but at least half of the govern- 
ment’s quota shall be applied to decrease 
costs to consumers. 

The agreement gives the company the right 
to produce and sell electric energy during the 
rest of the present century and part of the 
next without any influence or control by the 
state. Mr. Ross pointed out, however, that if 
the government does not recover control of 
production and distribution of electric energy, 
it will be impossible for the government to 
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comply with its duties of preserving and utiliz- 
ing the sources of national wealth for the bene- 
fit and happiness of all citizens. 


Federal Control of Utilities 


F the Supreme Court invalidates the 

Wheeler-Rayburn holding company act, 
President Roosevelt expects to other 
means to bring utility giants under strict con- 
trol of the government, it was revealed last 
month at a press conference. The President 
said that while he is anxious for Supreme 
Court rulings on many measures of the recent 
Congress with a view to assuring that all steps 
taken conform to the Constitution, he intend- 
ed to maintain the new government structure 
and will act quickly to plug any holes found 
by the court in such measures as the holding 
company act or TVA act. The fact that 
Congress will be in session when most of the 
rulings on controversial measures are handed 
down, will, it is expected, enable the adminis- 
tration to pass quickly such additional legis- 
lation as may be made necessary by reason of 
Supreme Court decisions. 

Meanwhile, the Securities and Exchange 
Commission declared that the government was 
anxious to secure an early determination of 
the constitutionality of the holding company 
act. A year ago the utilities were seeking 
government cooperation in a test of the TVA 
act, but were given the cold shoulder. De- 
velopments in December indicated that no 
greater success will attend efforts to find a 
common ground on which to prosecute a test, 
of the holding company act. 

The controversy over legal procedure, as a 
result, took a vitriolic turn, evidenced mainly 
by statements from Senator Norris and At- 
torney General Cummings. Senator Norris 
charged the “power trust” had filed more than 
80 suits against the utility holding company 
act in the lower courts in a “disgraceful” at- 
tempt to “paralyze” government legal forces. 
This was denied by Philip H. Gadsden, chair- 
man of the public utility executives committee, 
who declared that the utilities had offered to 
coéperate with the government in bringing 
— a speedy and comprehensive review of 
the act. 


Commission Refuses to Join 
Test Suit 
NTEREST in the Federal Power Act (Title 


I II) last month turned temporarily to the 
state commissions of Connecticut, Massachu- 
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setts, and New York. The Federal Power 
Commission refused to join with the Hartford 
Electric Light Company in making a legal 
test as to what constitutes interstate commerce 
and how far Federal control can go in con- 
nection with a nominal amount of interstate 
commerce. Instead, the FPC decided that it 
should lay before the state commissions the 
situation brought about when the Hartford 
utility and the Connecticut Power Company 
cut their interstate connections shortly be- 
fore presidential approval of the public utility 
act. As to action in the premises by the states, 
it appeared doubtful if anything would be 


one. 

Incidentally, a demand by the Federal Pow- 
er Commission for information regarding the 
severing of connections brought on for the first 
time an invocation of Connecticut’s new law 
seeking to safeguard state jurisdiction over 
local utilities. The FPC did not receive the 
information requested until after the Hart- 
ford utility secured premission from the Con- 
necticut commission to give it. 


Telephone Credit Plans 


A the joint meeting of the Farm Under- 
writers’ Association and the United 
States Independent Telephone Association in 
Chicago last November, the question of giving 
credit in farm rates for telephones on farms 
was discussed among other matters. The fire 
companies would not commit themselves on 
whether the presence of a telephone is of suffi- 
cient fire reduction value to warrant a change 
in rates. 


Huge Control Program Outlined 


A HUGE control program over the Red river 
valley streams, with an eventual expendi- 
ture of perhaps $100,000,000, loomed as a 
future likelihood between three states, Minne- 
sota, North Dakota, and South Dakota, late 
in November. Power development did not ap- 
pear as a major objective in this plan, but 
would doubtless be an important element if the 
- program is actually undertaken. The Fed- 
eral government, it was indicated, would prob- 
ably be asked to finance the work. 


Envisions Huge Power Plan 


Qu George W. Norris of Nebraska, 
who dreamed into reality the gigantic Ten- 
nessee valley project, was reported dreaming 
another dream of staggering proportions. 
Senator Norris last month revealed his new 
idea of duplicating TVA on a grand scale to 
embrace the whole Mississippi river system. 
He envisaged a project that would utilize the 
Father of Waters and all its tributaries to 
carry cheap electricity into that vast expanse 
between the Appalachians and Alleghanies on 
the east and the Rockies on the west, to har- 
ness those rivers which swell every few years 
into devastating floods, and to open their chan- 
nels still further to navigation. Senator Nor- 
ris was reported to be considering a bill for 
this vast project to substitute for the bill he 
introduced last session for a TVA in the Mis- 
souri river valley. 


Artificial Gas 


T i Stewart Lyon, chairman of the Ontario 
e Hydro Commission was reported last 
month to be again agitating for development 
of artificial = by using electric power to 
break down the hydrogen-oxygen combination 
in water. He hopes thus to take up the slack 
of electricity going to waste, and to save 
about half the coal and oil used to make gas. 

No way had yet been discovered, Mr. Lyon 
pointed out, whereby Hydro could use its wa- 
ter power energy producible between mid- 
night: and 6 a. M. or store that energy in 
usable form. 


Cancels Contracts 


Te Ontario Government early last month 
proclaimed its Power Act, canceling pow- 
er purchase contracts with four Quebec com- 
panies, after a conference with representatives 
of the companies had failed to produce an 
agreement. The four companies involved are 
Gatineau, Beauharnois, Ottawa Valley, and 
Maclaren-Quebec. 

Negotiations are expected to be resumed 
after the Dominion-Provincial conference 
which was to be held some time in December. 


Arkansas 


Application Rejected 


uBLIc Works Administration officials last 
month revealed that the proposed $3,080,- 
000 allotment to Little Rock for a new water 
supply project had been revoked and that the 
money would be realloted to other Arkansas 


projects. Application by Little Rock for $6,- 
000,000, which would include construction, not 
only of a water supply but a distribution sys- 
tem, was likewise rejected. 

The reason given was the delay that would 
be encountered in acquisition proceedings by 
the city of Little Rock. 
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California 


Municipal Rapid Transit versus 
Municipal Power 


"Pye authorities of San Francisco are faced 
with a dilemma in determining whether 
to take up the question of municipal rapid 
transit or municipal power distribution. The 
city is in a position to raise enough money for 
one but not for both. It already has complete 
power distribution by a private utility but is 
in danger of losing its water and power rights 
in the Hetch Hetchy dam unless, in compli- 
ance with a ruling by Secretary Ickes, it also 
possesses its own electric distribution system. 
Since the city lacks a competent rapid transit 
system, it is believed it will not have one un- 
less the city builds it. The fact that Bay 
Bridge will be completed by the end of 1936 
makes the transit problem more acute. 


Asks Dismissal of Phone 
Complaint 


| D geen its rates as lower than reason- 
able, the Southern California Telephone 
Company, in a brief filed early in December 
with the state railroad commission, in the ac- 
tion of Los Angeles against the public utility, 
asked permission to work itself 0 ut of the 
——— under existing tariffs. 
he company’s brief recited that the average 

investment in plant, equipment, and — 
assets for the total operations of the com 
for the year 1934 was $167,679,540.14, that t the 
net operating income was $7,919,685.91, and 
that the return on the average investment in 
plant, equipment, and working assets was 

4.72 per cent. Return on fair value was given 
as 4.53 per cent. 


Connecticut 


State Claims Control 


N a clash over whether the Federal gov- 

ernment or the state of Connecticut has 
the right to control interstate commerce on 
highways of the state, the public utilities com- 
mission on December 3rd ruled Connecticut 
has the “right to exercise reasonable control 
over its own highways.” The clash came in 
the application of the Eastern Greyhound 


Lines, Inc., of New England to the utilities 
commission for authority to make a minor 
change in its route between Boston and New 
York. The New England Transportation 
Company opposed granting of the application, 
stating the Federal Motor ier Act of 
1935 “deprived this commission of any juris- 
diction to grant this application and that only 
the Interstate Commerce Commission has ju- 
risdiction to grant the same.” 


Indiana 


Gas Boost Surprise 


te of the city of Indianapolis utili- 
ties board of directors were subjected to 
a surprise at their regular meeting last month 
when Mayor Kern appeared with communica- 
tions from Washington indicating there was 
available $750,000 of WPA money for use in 
the improvement and rehabilitation of the 
property of the Citizens Gas and Coke Utility. 
An application for this money, made to the 
government with the representation that it 
could be used for the purpose of building a 
pipe line to provide manufacturers with gas, 
had been pending for several months but the 
directors had not done anything to promote 
negotiations. Announcement by the mayor 
found the utilities district with no prepared 
plans for its use and with some irreconciled 
differences among the board members as to 


the desirability of developing natural gas as 
city fuel. Steps were ordered to be den to 
prepare plans for the use of this money. 


Huntington Light Company 
Formed 


Te formation of the Municipal Light, 


Heat and Power Company, Inc., with an 


object of building a light _ power _ 

in or near Huntington and of a 2 

distribution system for ee a egard- 
ig 


ed by observers as a part of the fight of ‘beer 
C. W. H. Bangs and his city administration 
against the Northern Indiana Power Com- 
pany. 

Mayor Bangs said that the corporation was 
entirely outside the attempt to make Hunting- 
ton’s street lighting plant into a public utility. 
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Light Contract Rejected 


HE proposal of Indianapolis Power and 

Light Company to sell the city equipment 
used for street lighting on a 10-year contract 
in connection with the furnishing of electricity 
was flatly rejected by the city board of works 
and sanitation November 27th. 


The proposal, which included payment of 
approximately $95,000 a year by the city for 
the purchase of the equipment, was described 
by the city engineer as “unreasonable.” 

Further negotiations between the city of 
Indianapolis and the light company will be 
conducted in an attempt to reach an agree- 
ment, it was said. 


lowa 


Defeats Bond Issue 


¥y a vote of more than two and a half to 
one the voters of Sioux City recently 
registered disapproval to the proposition to is- 
sue $2,500,000 in bonds for the erection of a 
municipal light and power plant. The total 
vote was 1,705 for and 4,427 against. The 
election followed agitation for a municipal 
o that reached the action stage as early as 
Two reasons were attributed by the local 
press to defeat of the measure: (1) opposi- 
tion of the taxpayers to going further in debt; 
(2) the treatment given the city by the power 
company serving it, a treatment featured by 


several rate reductions, good service, and im- 
proved public relations. 


Free Municipal Service 


B= town and rural patrons of the Traer 
municipal electric light plant were given 
free service during the month of November. 
The gift represented a saving of approximate- 
ly $3,000 to patrons. 

The trustees, it was said, were not planning 
a reduction of rates, as Traer’s rates rank 
among the state’s lowest. The plant was ex- 
pected to be entirely free of debt by 1936 and 
the rates to be permanently lowered then. 


Kentucky 


Under the agreed order, the consumers 
would be paid back at the rate of 5 cents for 
each 1,000 cubic feet of gas purchased since 
December, 1927. 


Phone Rate Cut Ordered 


HE Louisville board of aldermen took the 

matter of telephone rates into its own 
hands recently and ordered the Southern Bell 
Telephone Company to reduce its local 
charges 25 per cent after January Ist. 

In an ordinance the city provides a penalty 
of $10 to $15 for each instance if the company 
endeavors to collect more than the ordinance 
rates, or stops service to any subscriber who 
refuses to pay rates higher than those pre- 

- scribed. 

City officials said the telephone company 
would be required to argue its case before the 
state public service commission before it can 
go to court. An appeal to Federal court, 
spokesmen for the city said, is prevented by 
the Johnson bill passed by the last Congress. 


Gas Refund 


HE city of Lexington and the Central 

Kentucky Natural Gas Company recent- 
ly agreed to end a 10-year-old gas rate battle, 
this time with court approval. The agree- 
ment called for distribution of $390,000 in re- 
funds to consumers, 


Housing Projects Include 
Utility Service 


HE Public Works Administration last 

month announced the awarding of con- 
tracts in Louisville and Lexington for the 
construction of low-rent housing projects. 
Gas, but not electricity, was to be included 
in the rent paid by tenants of Louisville’s sec- 
ond housing project undertaken by the PWA. 
The project includes 124 dwelling units of 2 
to 5 rooms and will cost $700,000. Refrigera- 
tors and stoves were to be furnished, and gas 
purchased on a wholesale basis. Electricity 
for lighting will be purchased at retail by the 
tenants. 

Specifications for the Blue Grass park proj- 
ect at Lexington call for the laying of founda- 
tions for 48 groups of row houses and a 
central heating plant. In addition to com- 
plete sanitary facilities, tenants in this project 
will have the additional convenience of com- 
plete electric service. Gas cooking ranges will 





Oth Sw as 


THE MARCH OF EVENTS 


be provided for tenants. Gas and electricity 
will be purchased for the project on a whole- 
sale basis, and the cost of their use included 
in the rents charged. Heat will be provided 
from the central plant, the cost to be included 
in rents. 


Predicts TVA Will Supply 
Kentucky 
OWER director of the TVA, David E. Lilien- 


thal, recently stated that cheap electric 
current for Kentucky furnished through de- 


* 


velopment of power and navigation dams by 
the TVA on the Tennessee river, is not only 
probable but is one of the main objectives of 
the Federal government. 

Addressing a public meeting in Louisville, 
Mr. Lilienthal said the TVA is obligated to 
supply electricity to points in Kentucky as 
well as any of the other states within trans- 
mission distance. 

Delivery of electric current to Kentucky 
communities, it was declared, depends on 
completion of Aurora dam on the lower Ten- 
nessee, with Norris dam on the east and 
Aurora dam on the west. 


Louisiana 


Rehearing Denied 


HE Southern Bell Telephone and Tele- 

graph Company, through its attorney, was 
denied a rehearing December 2nd by the state 
supreme court in connection with the state- 
wide telephone rate reduction order. The 
tribunal several months ago by unanimous de- 
cree affirmed the action of Judge W. Carruth 
Jones in the East Baton Rouge district court 
in dissolving a temporary injunction granted 
the telephone company which had stayed the 
Louisiana Public Service Commission’s reduc- 


* 


tion order. At the same time the supreme 
court remanded the litigation to the lower 
court to be heard on its merits. The case 
came to the tribunal on an appeal instituted 
by the telephone company. 

The public service commission’s order, re- 
ducing the rates from 50 cents to $1 a month 
for each subscriber, was put into effect after 
Judge Jones dissolved ‘his own order. The 
telephone company contends that if the order 
is permitted to stand its revenues in Louisiana 
will be slashed $600,000 a year and that it 
would not earn a fair return on its investment. 


Maryland 


Turkey Marketing Stops 
Telephones 


HE Thanksgiving spirit played havoc with 
the telephone service at Jennings, accord- 
ing to a telegram to the public service com- 


¥ 


mission from a subscriber. The message read: 
“For your information, no telephone service 
yesterday or today. Understand operator 
butchering turkeys for market.” 
The commission promptly sent an inquiry to 
the company serving the town regarding the 
subscriber’s complaint. 


Massachusetts 


Tax Recommendations 


MONG other recommendations for increas- 
ing tax revenue made by a special com- 
mission to the incoming state legislature was 
a proposed tax of $1 per year for each tele- 
phone in use, to be paid by the companies and 
not passed on to subscribers. The commission 
also recommended raising additional revenue 
through a tax of one-half cent for each 100 
cubic feet of gas sold by the companies; and 


57 


electric light and power companies at the rate 
of one mill per kilowatt hour for each kilo- 
watt sold. 

The commission suggested that the basis for 
the franchise tax for public utilities be 
changed and that a franchise tax be levied up- 
on gas, electric light and power, and tele- 
phone companies, using as a yardstick the 
same units of measurement which the public 
utility uses in charging for its service, it is 
reported. 
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Michigan 


Power Plant Attacked 


ges Circuit Judge X. A. Boomhower early 
last month enjoined Fairbanks, Morse & 
Co. from proceeding with its contract to build 
a municipal power plant in Croswell. The 
petition for the injunction, filed by the city 


> 


attorney, charged that the special meeting held 
in October, at which the contract was award- 
ed, was illegal. It appeared that many former 
supporters of the municipal plant movement 
are opposed to the project since the Detroit 
Edison Company offered to supply power at a 
more favorable rate. 


Minnesota 


Receives Ordinance for 
Rate Cut 


N ordinance providing for the 7 per cent 
reduction in electric rates, starting Jan- 
uary Ist, has been introduced in the St. Paul 
city council by Mayor Gehan and the city 
commissioner of public utilities. It was indi- 
cated that the ordinance probably would be 
adopted unanimously. 

In a letter to the council stating that resi- 
dential consumers had been given the benefit 
of recent rate reductions, R. F. Pack, presi- 
dent of the Northern States Power Company, 
urged allocation of the entire $125,000 reduc- 
tion proposed for 1936 to commercial lighting 
rates. 

Mayor Gehan, commenting on the letter, 
said, “We have an agreement that gives the 
city council the right to allocate the $125,000 


* 


reduction in 1936. If the power company 
thinks the rates are unreasonable to commer- 
cial users, it is within its power to put the 
lower rates into effect here in addition to the 
new residential rate.” 


Tax Proposals 


A SWEEPING tax program admittedly de- 
signed to redistribute wealth and at the 
same time provide revenue for payment of 
liberal old-age pensions was recommended to 
the state legislature early last month by Gov- 
ernor Olson in his message to the special ses- 
sion. 

Among his tax recommendations were the 
following affecting utilities: (1) “Substan- 
tial” increases in telephone and railroad gross 
earnings, and (2) a 20-mill corporate excess 
tax applying only to public utilities. - 


Mississipp1 


Refuse TVA Contract 


N a referendum election December 2nd, Ox- 

ford citizens voted, 290 to 237, against 
signing a Tennessee Valley Authority con- 
_ tract. 

Oxford has its own city-owned light and 
power plant, which annually turns its profits 
into the city fund. 


Asks Power Writ 


4y P. Crayton, arguing for the Mississippi 
e Power Company before Federal Dis- 
trict Judge Allan Cox December 2nd, urged 
that the temporary injunction restraining the 
city of Meridian from enforcing the 1933 rate 
ordinance be made permanent and that the city 
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be perpetually enjoined against enforcement 
of the ordinance. Clayton, who asked that 
the costs of the court proceedings be taxed 
to the city, told Judge Cox that the “ordinance 
is confiscatory,” because on the rate base of 
$1,263,125, he said, the net return to the com- 
pany would only be $7,957, or a percentage of 
1063. Judge Cox took the case under ad- 
visement. 


Legislature Adjourns 


A= nine weeks of a special session, the 
state legislature adjourned early last 
month, having adopted a law exempting from 
taxation for five years all rural power and 
distribution lines of the Tennessee Valley Au- 
thority. 
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Missouri 


Rate Case Goes to 
Supreme Court 


HE Missouri Public Service Commission 

on December 6th appealed to the Supreme 
Court for the right to regulate rates on nat- 
ural sold in Missouri by the Cities Service 
Gas Company, pipe-line owner operating from 
fields in Texas, Oklahoma, and Kansas. As- 
serting the pipe-line company was a “wholly 


owned subsidiary of the Cities Service Com- 
pany,” the state commission said the gas com- 
pany and other Cities Service distributing and 
holding companies had been formed as “sepa- 
rate corporations as a mere subt e to 
avoid state regulation.” The state commission 
is protesting a decision by the Missouri State 
Supreme Court on September 4th. It held 
the pipe-line company was engaged in inter- 
—_ commerce and so immune to state regu- 
ation. 


Montana 


Seeks Lower Gas Rates 


A a meeting of the state railroad and pub- 
lic service commission, Commissioner 
Leonard C. Young made a strenuous effort to 
materially reduce the gas rates and the mini- 
mum charge per month for gas at four Mon- 
tana towns, effecting savings for the consum- 
ers of “hundreds of dollars a month.” His 


efforts were resisted by the board of com- 
missioners. 

Young tried to cut the minimum rate of 
$2.50 per month for gas, which he said was 
the highest minimum gas rate in the United 
States, to a minimum of $1, but the other 
commissioners declined to accept the reduc- 
tion. This minimum is charged no matter 
how little gas is «used. 


Nebraska 


Farm Power Project Approved 


NOTHER rural electrification loan was made 

by the Rural Electrification Authority 
December 3rd, this time to the Southeastern 
Nebraska Public Power District, which gets 
$440,000. The project embraces the construc- 
tion of 450 miles of line and service to 1,117 
farms. This Nebraska power district was 


financed by the Public Works Administration 
with a $405,500 loan and a gift of $169,500. 
Approval of the loan brought to three the 
number of rural electrification projects in Ne- 
braska that have won Federal loans. The 
others are the $310,000 Roosevelt rural pub- 
lic power district at Mitchell and the ,000 
Gering valley rural public power district at 
Gering. 


= 
Oklahoma 


Grand River Power Dam 


oe PWA officials were reported recently 
to be gloomy over the outlook for the pro- 
posed Grand river power dam project after 
their trip to Washington. The Federal gov- 


ernment was said to be cool towards lending 
or granting money to a project subject to a 
state law requiring that a definite market be 
established for power before a plant is built, 
and that such power can be sold only at whole- 
sale at the switchboard. 


South Carolina 


Furnish Power for Rural 
Electrification 


wo power companies operating in South 
Carolina were ordered November 27th by 


the state public service commission to furnish 
electricity for the state rural electrification 
program at rates prescribed by the commis- 
sion. The companies, the South Carolina 
Power Company of Charleston and the Caro- 
lina Power and Light Company of Raleigh, 
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N. C., opposed the proposed rates strenuously 
on grounds that they were unconstitutional, 
discriminatory, and unfair. They declared 
they could not generate electricity and sell it 
at the price proposed without suffering a loss. 
The rates ordered by the commission range 
from nine mills to 1.5 cents per kilowatt hour. 
A similar order had been issued against the 
Broad River Power Company. 


No Appeal on Santee-Cooper 


HE 90-day period allowed for obtaining a 
writ of certiorari or perfecting an appeal 


to the United States Supreme Court expired 
December 10th without an appeal having been 
made from the state supreme court’s decision 
in litigation attacking the Santee-Cooper pow- 
er and navigation project, which was believed 
by many to be imminent. The state supreme 
court, in its opinion handed down September 
10th, declared the act creating the state au- 
thority to handle the Santee-Cooper project 
constitutional and valid in all particulars. 

Secretary Ickes on December 3rd said he 
had transmitted to President Roosevelt, “with- 
out recommendation,” the favorable report of 
a special committee investigating the feasibil- 
ity of the proposed project. 


Tennessee 


City Plants Balk TVA 


HE Tennessee Valley Authority’s proposed 

electric power hook-up of west Tennessee 
towns faced a barrier December 4th that ap- 
parently threatened its completion. Union 
City, Dyersburg, and Trenton refused to aban- 
don their municipally owned power plants for 
the TVA system of distribution and opposed 
entering into a 20-year contract to buy power 
from the TVA. A fourth municipality, Cov- 
ington, was also reported withholding its ap- 
proval, Acceptance by these four cities is 
needed to complete a “loop” of TVA’s pro- 
posed west Tennessee operations. The mayor 
of Union City explained that his city wishes 
to “sell power without government meddling.” 
Officials of all four towns pointed out that ac- 
ceptance of the TVA rate standards would 
force them to increase local taxes. 


Seeks a Little TVA 


HE recently created Cumberland Valley 
Association is campaigning for creation of 


a “Little TVA” on the Cumberland river, esti- 
mated to cost $183,879,000. The Cumberland 
project would embody three objectives: (1) 
navigation of the river with a minimum 9-foot 
channel from the Ohio river to Cumberland 
Falls, Ky., a distance of 562 miles; (2) elim- 
ination of destructive floods on the river from 
Burnside, Ky., to the river’s mouth; (3) 
hydroelectric development of 1,000,000 kilo- 
watts or 1,400,000 horsepower. 

Power possibilities of the project are esti- 
mated at approximately one fourth of those 
of the Tennessee valley project. The Cumber- 
land project would include a series of storage 
dams on the tributaries of the Cumberland 
river. 

At the opening of Congress in January, in 
order to inform Congress of the purpose of 
the project and ask support of the measure, 
the association will seek headquarters in 
Washington, it was announced recently by 
Toney Maxey, attorney and founder of the 
association. 

The bill was passed in the House during 
the 1935 session of Congress, but was killed by 
a committee in the Senate. 


Virginia 


Telephone Toll Charges Cut 


HE state corporation commission an- 
nounced November 30th, after weeks of 
negotiation, that the Chesapeake and Potomac 
Telephone Company of Virginia and its con- 
necting companies will cut long-distance toll 
charges in Virginia approximately $115,000 
per year, effective December Ist. 
At the same time, it was announced that the 
company will lower the special rate charged 
for hand-set telephones by approximately $32,- 


000. The present rate for hand-set telephones 
in Richmond and elsewhere is 25 cents per 
month for eighteen months, or a flat charge 
of $2.50. 

These savings are two of several which the 
commission and officials of the telephone com- 
pany have been able to work out for the tele- 
phone users of the state during the past year, 
the commission said. The total reductions 
during 1935 amount to annual savings of 
more than $250,000 to the telephone sub- 
scribers. 








The Latest Utility Rulings 





Rules Governing Charges for Utility Contributions 


? | SHE Public Utilities Commissioner 

of Oregon, in approving certain 
contributions or payments by a public 
utility company and disapproving oth- 
ers, laid down rules which he considered 
applicable. These items in the proposed 
budget of the company were grouped 
into three classes: 

(a) Contributions to charitable or- 
ganizations and organizations for the 
promotion of social welfare ; 

(b) Contributions to chambers of 
commerce, festival associations, and oth- 
er civic and community enterprises de- 
signed to stimulate trade and increase 
population in the various communities 
in which the company operates ; 

(c) Payments to organizations of the 
industry, trade journals, news services, 
safety councils, and similar organiza- 
tions and committees. 

He ruled that items in the class 
designated (a) must be charged to the 
account for miscellaneous debits to prof- 
it and loss, instead of operating ex- 
penses. 

As to contributions falling within the 
class designated (b), he stated the rule: 

. . . if the beneficiary of the donation is 

bona fide principally devoted to an effort 

reasonably tending to stimulate the sale of 
the company’s products the proposed dona- 


tion can be justified as an operating expense, 
otherwise must be rejected. 


Applying this test, he approved pay- 
ments to the Portland Chamber of Com- 
merce ; Oregon Manufacturers’ Associa- 
tion, and other local organizations of 
this type. He disapproved a proposed 
contribution to the Chamber of Com- 
merce of the United States at Wash- 
ington, D. C. 

Concerning the class of contributions 
under (c) he said: 

If the proposed contribution tends to make 
available to the utility technical information 


furthering the sale of its products, the effi- 
ciency of its service, or economies in opera- 
tion, the same should be approved as an op- 
erating charge. Contributions or payments 
to organizations devoted primarily to secur- 
ing reductions in taxes come within the per- 
mitted class. 


Applying this test, he approved con- 
tributions to the Edison Electric Insti- 
tute ; Illuminating Engineering Society ; 
National Safety Council; National Tax 
Association ; Oregon Taxpayers League, 
and other organizations of a similar 
type. 

He disapproved a proposed contribu- 
tion to the Industrial News Bureau of 
Portland on the ground that its func- 
tion appeared to be the dissemination of 
editorials and news articles favorable to 
public utilities as a class. The service, 
he said, was not primarily devoted to the 
electric or steam-heating industry but 
was general in its scope. Its function 
was apparently along the line of build- 
ing of good will and was at least semi- 
political in scope and not directly as- 
sociated to, nor designed for, the prin- 
cipal purpose of increasing the sale of 
utility products or increasing the effi- 
ciency or economy of the utility’s op- 
erations. This contribution was said to 
be a worthy one from the point of view 
of the stockholders, but could not be 
justified as a charge to ratepayers. 

A contribution to the National Se- 
curity Owners Association was also dis- 
approved. Its activities, said the com- 
missioner, were not confined solely to 
effort on behalf of public utilities, and 
the individuals benefited were not the 
ratepayers but the stockholders and 
bondholders. This was said to be an 
entirely legitimate and proper corporate 
expense, but not chargeable against 
operating expense. Re Northwestern 
Electric Co. (5506—E-33, P.U.C. Ore- 
gon Order No. 3056). 
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Experience Best Guide to Telephone Depreciation Rates 


HE Northwestern Bell Telephone 

Company was ordered by the Ne- 
braska commission to apply, for the 
year 1935, an overall composite de- 
preciation rate of not to exceed 3.82 per 
cent upon its depreciable property in 
Nebraska. The company was given the 
option to apply such composite rate to 
primary accounts. This order followed 
an earlier order based upon a commis- 
sion decision, upheld by the state su- 
preme court, that the commission had 
jurisdiction to fix the rate as it had 
done. 

The commission did not fix composite 
rates by primary accounts as it saw “no 
sound reason for fixing depreciation 
rates by primary accounts until such 
time as the accumulated balance in the 
reserve for accrued depreciation has 
been segregated and maintained by pri- 
mary accounts.” 

The company in presenting its case 
used the mortality method for groups 
of property made up of a large number 
of individual units, the nature of which 
made it practicable to keep life history 
records of each individual unit. It used 
the turnover method for groups of prop- 
erty made up of a large number of units 
which could not be followed through the 
accounts as individual units. It also em- 
ployed other methods. 

The commission found that the com- 
pany, as to depreciating accounting, had 
followed the rules prescribed by the 
Federal commission ; but, as to comput- 
ing depreciation rates, the commission 
found that the company had included an 
‘ allowance for loss in service value of 


property expected to be installed in the 
future and prohibited by the uniform 
system of accounts. 

The conclusion was reached that ex- 
perience is the best test of depreciation 
requirements and that there is a direct 
relationship between accrued deprecia- 
tion and balance in reserve for accrued 
depreciation. Commissioner Bollen, 
speaking for the majority, said in part: 

We now hold that the experience of a 
single year does not form a sound basis for 
estimating future depreciation rates. 

the other hand we hold that company’s ac- 

tual experience with retirements covering 

a period of time which equals or approaches 

to an average turnover or cycle of all de- 

preciable property, forms a sound basis for 
estimating future depreciation rates. 


Commissioner Drake dissented, with 
the statement that the company in re- 
sponse to the commission’s order had 
appeared and introduced testimony to 
support a showing that the proper rate 
of depreciation to be charged was 4.41 
per cent and that there was no testimony 
of any witnesses for the commission 
which would break down the testimony 
of the company’s witnesses as to life 
expectancy of any of the different class- 
es of property. 

He also observed that the amount of 
dollars shown in the depreciation re- 
serve belongs to the plant, and, as such, 
is subject to future consideration by 
regulatory bodies and the ratepayers, 
while the amount thrown into surplus 
is immediately available for dividends 
and becomes lost to an interest of the 
ratepayers. Re Northwestern Bell Tele- 
phone Co. (General Order No. 59). 


e 


Authorization to Keep Records Outside of State 


HE New Jersey Board of Public 

Utility Commissioners acted on 
five applications by public utility com- 
panies for authority to keep books and 
records outside of the state. Permis- 
sion was granted in two of these cases 
and denied in the other three. 


The applications were made under a 
provision of the New Jersey law that 
every public utility shall at all times 
keep within the state all records, books, 
accounts, documents, and other writings 
relating to contracts entered into, trans- 
actions had, services rendered, business 
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done, and property within the state, and 
that they shall at no time remove them 
from the state without the consent in 
writing of the board of public utility 
commissioners. The board is author- 
ized to consent to the utilities keeping 
them outside the state under such regu- 
lations and conditions as it may see fit 
to impose, when such consent may be 
to the financial advantage to the custom- 
ers of the public utilities. 

In passing on the applications, the 
commission considered the relative ex- 
pense of maintaining the records within 
the state and without the state. In the 
cases where permission was granted the 
board imposed the conditions that the 
utility certify and file with the board a 
descriptive list of books and records to 


be kept out of the state; that such books 
and records would not be destroyed, dis- 
continued, or supplemented without au- 
thority of the board; that such books 
would be promptly produced within the 
state on notice; that the permission 
granted extended to no other books or 
records except those specified; that the 
utility would pay to the board any rea- 
sonable expense of investigation or ex- 
amination incurred by the board as a 
result of the permission granted; and 
that the utility should file a written ac- 
ceptance of the conditions imposed by 
the board. Re Sussex Telephone Co.; 
Re Delaware River Water Co.; Re New 
Jersey Telephone Co.; Re Portaupeck 
Water Co.; Re Orange & Rockland 
Electric Co. 


e 


Handling of Telephone Toll Messages 


HE Ohio commission ordered that 

the Northern Ohio Telephone 
Company desist from its practice of in- 
terrupting, delaying, and ticketing in- 
coming long-distance messages at one of 
its exchanges, and that the company ob- 
serve the established practice with re- 
spect to such messages followed by it in 
other exchanges and by other telephone 
companies at their exchanges through- 
out the state. 

It appeared that in other exchanges it 
was the established practice that all in- 
ward long-distance messages should be 
ticketed, timed, and handled to comple- 
tion by the calling toll center operator 
without again being ticketed at the in- 
ward local exchange. The commission 
found that the practice at the exchange 


where the exception had been made 
served no useful purpose, was unneces- 
sary, and was without justification. 

The commission also ordered that the 
company, in the case of all outward 
long-distance messages from its tribu- 
tary exchanges not destined to privi- 
leged points (that is to say, to the toll 
center of such tributary office and its 
tributaries and to other points to which 
such tributary has a direct circuit), 
cause the tributary operators to pass 
the calling subscriber forthwith to the 
toll center of the calling party’s tribu- 
tary exchange, such calls to be ticketed, 
timed and recorded, and handled to 
completion by the toll center operator. 
Ohio Bell Telephone Co. v. Northern 
Ohio Telephone Co. (No. 9525). 


e 


State Power to Control Interstate Vehicles 
Not Ended by Federal Act 


= to authorization of a 
change in route of an interstate 
motor carrier was made to the Connecti- 
cut commission on the ground that the 
passage by Congress of the Motor Car- 


rier Act of 1935 deprived the commis- 
sion of any jurisdiction to grant the 
application and that only the Interstate 
Commerce Commission had jurisdiction. 
The commission, overruling the objec- 





